H.R. 1756, THE DEPARTMENT OF COMMERCE 
DISMANTUNG ACT 


HEARING 

BEFORE THE 

SUBCOMMITTEE ON GOVERNMENT MANAGEMENT, 
INFORMATION, AND TECHNOLOGY 

OF THE 

COMMITTEE ON GOVERNMENT 
REFORM AND OVERSIGHT 
HOUSE OF REPRESENTATIVES 

ONE HUNDRED FOURTH CONGRESS 
FIRST SESSION 
ON 

H.R. 1756 

TO ABOLISH THE DEPARTMENT OF COMMERCE 


SEPTEMBER 6, 1995 


Printed for the use of the Committee on Government Reform and Oversight 



U.S. GOVERNMENT PRINTING OFFICE 
36-012 CC WASHINGTON : 1997 


For sale by the U.S. Government Printing Office 
Superintendent of Documents, Congressional Sales Office, Washington, DC 20402 
ISBN 0-16-054042-9 


AUTHENTICATED 
U.S. GOVERNMENT 
INFORMATION ^ 


COMMITTEE ON GOVERNMENT REFORM AND OVERSIGHT 


WILLIAM F. CLINGER, jR., Pennsylvania, Chairman 


BENJAMIN A. GILMAN, New York 
DAN BURTON, Indiana 
J. DENNIS HASTERT, Illinois 
CONSTANCE A MORELLA, Maryland 
CHRISTOPHER SHAYS, Connecticut 
STEVEN SCHIFF, New Mexico 
ILEANA ROS-LEHTINEN, Florida 
WILLIAM H. ZEUFF, jR., New Hampshire 
JOHN M. McHUGH, New York 
STEPHEN HORN, California 
JOHN L. MICA, Florida 
PETER BLUTE, Massachusetts 
THOMAS M. DAVIS, Virginia 
DAVID M. MCINTOSH, Indiana 
JON D. FOX, Pennsylvania 
RANDY TATE, Washington 
DICK CHRYSLER, Michigan 
GIL GUTKNECHT, Minnesota 
MARK E. SOUDER, Indiana 
WILLIAM J. MARTINI, New Jersey 
JOE SCARBOROUGH, Florida 
JOHN B. SHADEGG, Ariaona 
MICHAEL PATRICK FLANAGAN, niinoia 
CHARLES F. BASS, New Hampshire 
STEVEN C. LaTOURETTE, Ohio 
MARSHALL “MARK" SANFORD, South 
Carolina 

ROBERT L. EHRUCH, jR.. Maryland 


CARDISS COLLINS, lUinois 
HENRY A. WAXMAN, California 
TOM LANTOS, California 
ROBERT E. WISE, jR., West Virginia 
MAJOR R. OWENS, New York 
EDOLPHUS TOWNS, New York 
JOHN M. SPRATT, jR., South Carolina 
LOUISE MCINTOSH SLAUGHTER, New 
York 

PAUL E. KANJORSKI, Pennsylvania 
GARY A. CONDIT, CaUfomia 
COLLIN C. PETERSON, Minnesota 
KAREN L. THURMAN, Florida 
CAROLYN B. MALONEY, New York 
THOMAS M. BARRETT, Wisconsin 
GENE TAYLOR, Mississippi 
BARBARA-ROSE COLLINS, Michigan 
ELEANOR HOLMES NORTON, DUtrict of 
Columbia 

JAMES P. MORAN, Virginia 
GENE GREEN, Texas 
CARRIE P. MEEK, Florida 
CHAKA FATTAH, Pennsylvania 
BILL BREWSTER, Oklahoma 
TIM HOLDEN, Pennsylvania 


BERNARD SANDERS, Vermont 
(Independent) 


Jakes L. Clarke, Staff Director 
Kevin Sabo, General Counsel 
Judith McCoy, Chief Clerk 
Bud Myers, Minority Staff Director 


Subcommittee on Government Management, Information, and Technology 


STEPHEN HORN, California, Chairman 


MICHAEL PATRICK FLANAGAN, Illinois 
PETER BLUTE, Massachusetts 
THOMAS M. DAVIS, Virginia 
JON D. FOX, Pennsylvania 
RANDY TATE, Washington 
JOE SCARBOROUGH, Florida 
CHARLES F. BASS, New Hampshire 


CAROLYN B. MALONEY, New York 
MAJOR R. OWENS, New York 
ROBERT E. WISE, jR., West Virginia 
JOHN M. SPRATT, jR., South Carolina 
PAUL E. KANJORSKI, Pennsylvania 
COLLIN PETERSON, Minnesota 


Ex Officio 

WILLIAM F. CLINGER, jR., Pennsylvania CARDISS COLLINS, lUinois 
J. Russell George, Staff Director 
Mark Uncapher, Professional Staff Member 
Council Nedd, Professional Staff Member 
Andrew Richardson, Clerk 
David McMiujsn, Minority Professional Staff 



CONTENTS 


Page 

Hearing held on September 6, 1995 1 

Text of H.R. 1756 3 

Statement of; 

Brown, Ronald H., Secretary, Department of Commerce 101 

Ch^sler, Hon. Dick, a Representative in Congress from the State of 

mchigan 75 

Rodgers, T.J., chief executive officer. Cypress Semiconductor, San Jose, 

CA; Ed Black, computer industry association, Washington, DC; and 

Joe Cobb, the Herits^e Foundation, Washington, DC 174 

Stevens, Nye, Director of Federal Management and Workforce Issues, 
Genei^ Accounting Office, Washington, DC; Dwight Ink, president 
emeritus. Institute of Public Administration and senior fellow. National 
Academy of Public Administration, Washington, DC; Raymond J. 
Keating, chief economist. Small Business Stirvival CommittM, Wash- 
ington, DC; Robert L. McNeill, executive vice chairman. Emergency 
Committee on American Trade, Washington, DC; and Jefficy C. Smith, 
executive director. Commercial Weather Services Association, Washing- 
ton, DC 247 

Letters, statements, etc., submitted for the record by: 

Bass, Hon. Charles, a Representative in Congress from the State of 

New Hampshire, prepared statement of 68 

Black, Ed, computer indiistiy association, Washington, DC, prepared 

statement of 193 

Brown, Ronald H., Secretary, Department of Coixunerce: 

A Wall Street Journal article 169 

EDA status report 136 

Five-year summary of Amended Chrysler estimate of savings 104 

Prepared statement of 109 

Success stories 141 

Ch^ler, HorL Dick, a Representative in Congress fimm the State of 

Ituchigan, prepared statement of 78 

Cobb, Joe, the Heritage Foundation, Washington, DC: 

The backgrounder 202 

Prepared statement of 226 

Horn, Hon. Stephen, a Representative in Congress firom the State of 
California: 

Letter dated May 31, 1995 100 

Statement of Charles F. Bingman 284 

Ink, Dwight, president emeritus. Institute of Public Administration and 
senior fellow. National Academy of Public Administration, Washington, 

DC, prepared statement of 272 

Keatii^, ^^ond J., chief economist. Small Business Survival Commit- 
tee, Washington, DC, prepared statement of 293 

McNeill, Robert L., executive vice chairman. Emergency Committee on 

American IVade, Washington, DC, prepared statement of 299 

Rodgers, T.J., chief executive officer. Cypress Semiconductor, San Jose, 

CA, prepared statement of 176 

Spratt, Hon. John M., Jr., a Representative in Congress from the State 

of South Carolina, letter dated May 22, 1995 72 

Stevens, Nye, Director of Federal Mana^ment and Workforce Issues, 
Genei^ Accounting Office, Washington, IX), prepared statement of 249 

(III) 




H.R. 1756, THE DEPARTMENT OF COMMERCE 
DISMANTLING ACT 


WEDNESDAY, SEPTEMBER 6, 1995 

House of Representatives, 

Subcommittee on Government Management, 
Information, and Technology, 
Committee on Government Reform and Oversight, 

Washington, DC. 

The subcommittee met, pursuant to notice, at 9:05 a.m., in room 
2154, Rayburn House Office Building, Hon. Stephen Horn (chair- 
man of the subcommittee) presiding. 

Present: Representatives Horn, Blute, Davis, Fox, Scarborough, 
Bass, Spratt and Peterson. 

Also present: Representatives Clinger, Mica, Collins of Illinois 
and Ch^sler. 

Majority staff present: J. Russell George, staff director; Mark 
Uncapher, Council Nedd, and Cissy Mittelman, professional staff 
members; and Cheri Tillett, assistant chief clerk. 

Minority staff present: Bruce Gwinn, senior policy analyst; David 
McMillen, professional staff member; and Elisabeth Campbell, staff 
assistant. 

Mr. Horn. A quorum being present, the Subcommittee on Gov- 
ernment Management, Information, and Technology will come to 
order. 

Today we will consider Title I of Representative Dick Chrysler’s 
bill, H.R. 1756, to dismantle the Commerce Department. Mr. 
Cbiysler and Secretary Ronald H. Brown will each testify, as will 
other witnesses, to provide differing perspectives on the elimination 
of the Department of Commerce. We thank them all for coming. 

Last May, in our hearings on making government work, we 
looked at several Cabinet agencies as candidates for restructuring 
or elimination, including the Department of Commerce. Our focus 
today is on the details of Mr. Chrysler’s bill, the first bold and de- 
liberate step toward simplifying the existing departmental struc- 
ture. 

The bill is not, as some have claimed, an exercise in moving 
boxes on an organizational diagram. It will save money, up to $7 
billion; but saving a buck is only one factor behind this legislation. 
The larger picture, and the spirit in which we meet here today, is 
to continue working with all relevant House committees in order to 
act fairly and thoroughly on these ideas. We also strive to do the 
most good for the most people and to provide for an efficient and 
effective government. TTie citizenry deserve no less. 

( 1 ) 
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The central point is: Should the Federal Government be perform- 
ing all the functions the Department of Commerce now does? Can 
we stop implementing some functions? Can we transfer still other 
functions to related Federal agencies or the private sector? Can we 
keep only those functions on which it is worth spending the tax- 
payers’ money? 

These are the types of questions the leaders of other national 
governments, various State governments and corporate America 
have been asking about the missions and services each of them 
have and have traditionally performed. In this hearing on H.R. 
1756, we want to focus discussion on these issues. 

This is not a hearing about whether or not Commerce has been 
doing a good job or a bad job. It is a hearing on whether or not 
Commerce’s current functions should be a Federal responsibility at 
all. Believing that the inherently Federal Commerce mnctions will 
not warrant a separate Cabinet department, the bill’s drafters have 
proposed a caretaker body, the Commerce Pro^ams Resolution 
Agency, or CPRA, to phaseout the Department. Will the Commerce 
ProCTams Resolution .^ency, as proposed, effectively dispose of to- 
day^ Commerce function? Can we make it a model or a blueprint 
for the dissolution of other Cabinet departments? Our witnesses 
today may help us resolve these questions. 

Gentlemen, we thank all of you for joining us, and we look for- 
ward to your testimony. 

I would like to ask the chairman of the full committee, Mr. 
Clinger, if he has an opening statement. 

[T^e text of H.R. 1756 follows:] 
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104th congress 
1st Session 


H.R.1756 


To abolish the Department of Commerce. 


IN THE HOUSE OF REPRESENTATIVES 

June 7, 1995 

Mr, Chrysler (for himself, Mr. Brownback, Mr. Kasich, Mr. Livingston, 
Mr. Solomon, Mr. Crane, Mr. Boehner, Mr. Paxon, Mr. Parker, 
Mr. Metcalf, Mr. Cooley, Mrs. Chenoweth, Mr. Neumann, Mr. 
Scarborough, Mrs. Myrick, Mr. Knollenberg, Mr. Gutknecht, Mr. 
LaHood, Mr. Sanford, Mr. Graham, Mr. Weldon of Florida, Mr. 
Hilleary, Mr. Jones, Mr. Ensign, Mr. Christensen, Mr. Weller, 
Mr. Klug, Mr. Nethercutt, Mr. McIntosh, Mr. Stearns, Mr. Smith 
of Michigan, Mr. Radanovich, Mr. Salmon, Mr. Chabot, Mr. Pox of 
Pennsylvania, Mr. Largent, Mr. Bono, Mr. Tiahart, Mr. Cremeans, 
Mr. Miller of Florida, Mr. Hayworth, Mr. Hutchinson, Mr. Wick- 
er, Mr. Hastings of Washington, Mr. Funderburk, Mr. Fbisa, Mr. 
Thornberry, Mrs. Waldholtz, Mr. Norwood, Mrs. Seastrand, Mr. 
Bass, Mr. Ewing, Mr. Shadegg, Mr. Hoekstra, Mr. Camp, Mr. 
Linder, Mr. Upton, Mr. White, Mr. Riggs, Mr. Tate, and Mrs. 
Smith of Washington) introduced the following bill; which was referred 
to the Committee on Commerce, and in addition to the Committees on 
Transportation and Infrastructure, Banking and Financial Services, 
International Relations, National Security, Agriculture, Ways and Means, 
Government Reform and Oversight, the Judiciary, Science, and Re- 
sources, for a period to be subsequently determined by the Speaker, in 
each case for consideration of such provisions as fall ivithin the jurisdic- 
tion of the committee concerned 


A BILL 

To abolish the Department of Commerce. 

1 Be it enacted by the Senate and House of Representa- 

2 tives of the United States of America in Congress assembled. 
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1 SECTION 1. SHOBT TITLE. 

2 This Act may be cited as the “Department of Com- 

3 merce Dismantling Act”. 

4 SEC. 2. TABLE OF CONTENTS. 


5 The table of contents for this Act is as follows; 

Sec. 1. Short title. 

Sec. 2. Table of ooiitents. 

TITLE I— ABOLISHMENT OP DEPARTMENT OF COMMERCE 

Sec. 101. Reestablishment of Dqiartment as Commerce Programs Resolution 
Agency. 

Sec. 102. Functions. 

Sec. 103. Deputy Admuiistrator. 

Sec. 104. Coiitmuation of service of department officers. 

Sec. 105. Reorganization. 

Sec. 106. Abolishment of Commerce Programs Resolution Agency. 

See. 107. GAO report. 

Sec. 108. Conforming amendments. 

Sec. 109. Effective date. 


TITLE II— DISPOSITION OF PARTICULAR PROGRAMS, FUNCTIONS, 
AND AGENCIES OP DEPARTMENT OF COMMERCE 


Sec. 201. 
Sec. 202. 
Sec. 203. 
Sec. 204. 
Sec. 205. 
Sec. 206. 
Sec. 207. 
See. 208. 
Sec. 209. 
Sec. 210. 
Sec. 211. 
Sec. 212. 
Sec. 213. 
See. 214. 


Sec. 301. 
Sec. 302. 
Sec. 303. 
Sec. 304. 
Sec. 305. 
Sec. 306. 
Sec. 307. 
Sec. 308. 
Sec. 309. 
Sec. 310. 


Economic development. 

Export control functions. 

National security functions. 

International trade functions. 

Patent and Trademark Office. 

Technology Admuiistration. 

Reorganization of the Bureau of the Census. 

Reorganization of the Bureau of Economic Analysis. 

Terminated functions of NTIA. 

Transfer of spectrum management functions. 

National Oceanic and Atmospheric Administration. 

Miscellaneous abolishments. 

Effective date. 

Sense of Congress regarding user fees. 

TITLE in— MISCELLANEOUS PROVISIONS 
References. 

Exercise of authorities. 

Savings provisions. 

Transfer of assets. 

Delegation and assigiunent. 

Authority of Administrator with respect to functions transferred. 
Proposed changes in law. 

Certain vesting of functions considered transfers. 

Definitions. 

Limitation on ammal expenditures for continued functions. 


•HR 1756 m 
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1 TITLE I— ABOLISHMENT OF 

2 DEPARTMENT OF COMMERCE 

3 SEC. 101. REESTABLISHMENT OF DEPARTMENT AS COM- 

4 MERGE PROGRAMS RESOLUTION AGENCY. 

5 (a) Reestablishment. — The Department of Com- 

6 merce is hereby redesignated as the Commerce Programs 

7 Resolution Agency, which shall be an independent agency 

8 in the executive branch of the Government. 

9 (b) Administrator. — 

10 (1) In general. — There shall be at the head 

1 1 of the Agency an Administrator of the Agency, who 

12 shall be appointed by the President, by and with the 

13 advice and consent of the Senate. The Agency shall 

14 be administered under the supervision and direction 

15 of the Administrator. The Administrator shall re- 

16 ceive compensation at the rate prescribed for level II 

17 of the Executive Schedule under section 5313 of title 

18 5, United States Code. 

19 (2) Initial appointment of adminis- 

20 TRATOR. — Notwithstanding any other provision of 

21 this Act or any other law, the President may, at any 

22 time after the date of the enactment of this Act, ap- 

23 point an individual to serve as Administrator of the 

24 Commerce Programs Resolution Agency (who may 

25 be the Secretary of Commerce), as such position is 


•HR 1756 IH 
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1 established under paragraph (1). An appointment 

2 under this paragraph may not be construed to affect 

3 the position of Secretary of Commerce or the au- 

4 thority of the Secretary before the effective date 

5 specified in section 109(a). 

6 (c) Duties. — The Administrator shall be responsible 

7 for — 

8 (1) the administration and wind-up, during the 

9 wind-up period, of all functions of the Administrator 

10 pursuant to section 102 and the other provisions of 

1 1 this Act; 

12 (2) the administration and wind-up, during the 

13 wind-up period, of any outstanding obligations of the 

14 Federal Government under any programs terminated 

15 or repealed by this Act; and 

16 (3) taking such other actions as may be nec- 

17 essary, before the termination date specified in sec- 

18 tion 106(d), to wind up any outstanding affairs of 

19 the Department of Commerce. 

20 SEC. 102. FUNCTIONS. 

21 Except to the extent a function is abolished or vested 

22 in another official or agency by this Act, the Administrator 

23 shall perform all functions that, immediately before the 

24 effective date specified in section 109(a), were functions 

25 of the Department of Commerce (or any office of the De- 


•BR 17S6 IH 
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1 partment) or were authorized to be performed by the Sec- 

2 retaiy of Commerce or any other officer or employee of 

3 the Department in the capacity as such officer or em- 

4 ployee. 

5 SEC. 103. DEPUTY ADMINISTRATOR. 

6 The Agency shall have a Deputy Administrator, who 

7 shall — 

8 (1) be appointed by and report to the Adminis- 

9 trator; and 

10 (2) shall perform such functions as may be del- 

1 1 egated by the Administrator. 

12 SEC. 104. CONTINUATION OF SERVICE OF DEPARTMENT 

13 OFFICERS. 

14 (a) Continuation op Service op Secretary. — 

15 The individual serving on the effective date specified in 

16 section 109(a) as the Secretary of Commerce may serve 

17 and act as Administrator until the date an individual is 

18 appointed under this title to the position of Administrator, 

19 or until the end of the 120-day period provided for in sec- 

20 tion 3348 of title 5, United States Code (relating to limita- 

21 tions on the period of time a vacancy may be filled tempo- 

22 rarily), whichever is earlier. 

23 (b) Continuation op Service op Other Oppi- 

24 CERS. — An individual serving on the effective date speci- 

25 fied in section 109(a) as an officer of the Department of 


•BR ITSe IH 
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1 Commerce other than the Secretary of Commerce may 

2 continue to serve and act in an equivalent capacity in the 

3 Agency until the date an individual is appointed under this 

4 title to the position of Administrator, or until the end of 

5 the 120-day period provided for in section 3348 of title 

6 5, United States Code (relating to limitations on the pe- 

7 riod of time a vacancy may be filled temporarily) with re- 

8 spect to that appointment, whichever is earlier. 

9 (e) Compensation for Continued Service. — ^Any 

10 person — 

11 (1) who serves as the Administrator under sub- 

12 section (a), or 

13 (2) who serves under subsection (b), 

14 after the effective date specified in section 109(a) and be- 

15 fore the first iq)pointment of a person as Administrator 

16 shall continue to be compensated for so serving at the rate 

17 at which such person was compensated before such effec- 

18 tivedate. 

19 SEC. 105. REORGANIZATION. 

20 The Administrator may allocate or reallocate any 

21 function of the Agency pursuant to this Act among the 

22 officers of the Agency, and may establish, consolidate, 

23 alter, or discontinue in the Commerce Programs Resolu- 

24 tion Agency any organizational entities that were entities 


•HR 17S6 IH 
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1 of the Department of Commerce, as the Administrator 

2 considers necessary or appropriate. 

3 SEC. 106. ABOLISHMENT OF COMMERCE PROGRAMS RESO- 

4 LimON AGENCY. 

5 (a) In General. — Effective on the termination date 

6 specified in subsection (d), the Commerce Programs Reso- 

7 lution Agency is abolished. 

8 (b) Abolition of Functions. — Except for func- 

9 tions transferred or otherwise continued by this Act, all 

10 functions that, immediately before the termination date 

11 specified in subsection (d), were functions of the Com- 

12 meree Programs Resolution Agency are abolished effective 

13 on that termination date. 

14 (c) Plan for Winding Up Affairs. — Not later 

15 than the effective date specified in section 109(a), the 

16 President shall submit to the Congress a plan for winding 

17 up the affairs of the Agency in accordance with this Act 

18 and by not later than the termination date specified in 

19 subsection (d). 

20 (d) Termination Date. — The termination date 

21 under this subsection is the date that is 3 years after the 

22 date of the enactment of this Act. 

23 SEC. 107. GAO REPORT. 

24 Not later than 180 days after the date of enactment 

25 of this Act, the Comptroller General of the United States 
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1 shall submit to the Congress a report which shall include 

2 recommendations for the most efficient means of achiev- 

3 ing, in accordance with this Act — 

4 (1) the complete abolishment of the Depart- 

5 ment of Commerce; and 

6 (2) the termination or transfer or other con- 

7 tinuation of the functions of the Department of 

8 Commerce. 

9 SEC. 108. CONFORMING AMENDMENTS. 

10 (a) Presidential. Succession. — Section 19(d)(1) 

11 of title 3, United States Code, is amended by striking 

12 “Secretary of Commerce,”. 

13 (b) Executive Departments. — Section 101 of title 

14 5, United States Code, is amended by striking the follow- 

15 ing item: 

16 “The Department of Commerce.”. 

17 (e) Secretary’s Compensation. — Section 5312 of 

18 title 5, United States Code, is amended by striking the 

19 following item: 

20 “Secretary of Commerce.”. 

21 (d) Compensation for Positions at Level III. — 

22 Section 5314 of title 5, United States Code, is amended — 

23 (1) by striking the following item: 

24 “Under Secretary of C!ommeree, Under Sec- 

25 retary of Commerce for Economic Affairs, Under 
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1 Secretary of Commerce for Export Administration 

2 and Under Secretary of Commerce for Travel and 

3 Tourism.”; 

4 (2) by striking the following item: 

5 “Under Secretary of Commerce for Oceans and 

6 Atmosphere, the incumbent of which also serves as 

7 Administrator of the National Oceanic and Atmos- 

8 pheric Administration.”; and 

9 (3) by striking the following item: 

10 “Under Secretary of Commerce for Tech- 

11 nology.”. 

12 (e) Compensation for Positions at Level IV. — 

13 Section 5315 of title 5, United States Code, is amended — 

14 (1) by striking the following items: 

15 “Assistant Secretaries of Commerce (11).”; 

16 (2) by striking the following item: 

17 “General Counsel of the Department of Com- 

18 merce.”; 

19 (3) by striking the foUowing item: 

20 “Associate Secretary of Commerce for Oceans 

21 and Atmosphere, the incumbent of which also serves 

22 as Deputy Administrator of the National Oceanic 

23 and Atmospheric Administration.”; 

24 (4) by striking the following item: 
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1 “Diiwtor, National Institute of Standards and 

2 Technology, Department of Commerce.”; 

3 (5) by striking the following item: 

4 “Inspector General, Department of Com- 

5 merce.”; 

6 (6) by striking the following item: 

7 “Chief Financial Officer, Department of Com- 

8 merce.”; and 

9 (7) by strildng the following item: 

10 “Director, Bureau of the Census, Department 

11 of Commerce.”. 

12 (f) Compensation for Positions at Level V. — 

13 Section 5316 of title 5, United States Code, is amended — 

14 (1) by striking the following item: 

15 “Director, United States Travel Service, De- 

16 partment of Commerce.”; and 

17 (2) by striking the foUowing item: 

18 “National Export Expansion Coordinator, De- 

19 partment of Commerce.”. 

20 (g) Inspector General Act op 1978. — The In- 

21 spector General Act of 1978 (5 U.S.C. App.) is amend- 

22 ed— 

23 (1) in section 9(a)(1), by striking subparagraph 

24 (B); 

•HR 1756 ra 
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1 (2) in section 11(1), by striking “Commerce,”; 

2 and 

3 (3) in section 11(2), by striking “Commerce,”; 

4 SEC. 109. EFFECTIVE DATE. 

5 (a) In General. — ^Except as provided in subsection 

6 (b), this title shall take effect on the date that is 6 months 

7 after the date of the enactment of this Act. 

8 (b) Provisions Effective on Date of Enact- 

9 MENT. — ^The following provisions of this title shall take ef- 

10 feet on the date of the enactment of this Act: 

11 (1) Section 101(b). 

12 (2) Section 106(c). 

13 (3) Section 107. 

14 TITLE II— DISPOSITION OF PAR- 
IS TICULAR PROGRAMS, FUNC- 

16 TIONS, AND AGENCIES OF DE- 

17 PARTMENT OF COMMERCE 

18 SEC. 201. ECONOMIC DEVELOPMENT. 

19 (a) Terminated Functions. — The F*ublie Works 

20 and Economic Development Act of 1965 (42 U.S.C. 3121 

21 et seq.) is repealed. 

22 (b) Transfer op Financial Obligations Owed 

23 TO THE Department. — There are transferred to the Sec- 

24 retaiy of the Treasury the loans, notes, bonds, debentures, 

25 securities, and other financial obligations owned by the 
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1 Department of Commerce under the Public Works and 

2 Economic Development Act of 1965, together with all as- 

3 sets or other rights (including security interests) incident 

4 thereto, and all liabilities related thereto. There are as- 

5 signed to the Secretary of the Treasury the functions, 

6 powers, and abilities vested in or delegated to the Sec- 

7 retaiy of Commerce or the Department of Commerce to 

8 manage, service, collect, sell, dispose of, or otherwise real- 

9 ize proceeds on obligations owed to the Department of 

10 Commerce under authority of such Act with respect to any 

11 loans, obligations, or guarantees made or issued by the 

12 Department of Commerce pursuant to such Act. 

13 (c) Audit. — Not later than 18 months after the date 

14 of the enactment of this Act, the Comptroller General shall 

15 conduct an audit of all grants made or issued by the De- 

16 partment of Commerce under the Ihiblic Works and Eco- 

17 nomic Development Act of 1965 in fiscal year 1995 and 

18 all loans, obligations, and guarantees and shall transmit 

19 to Congress a report on the results of such audit. 

20 SEC. 202. EXPORT CONTROL FUNCTIONS. 

21 (a) Transfer to Secretary of State. — 

22 (1) In general. — ^Except as provided in this 

23 section, all functions of the Secretary of Commerce, 

24 the Under Secretary of Commerce for ‘Export Ad- 

25 ministration, the 2 Assistant Secretaries of Com- 
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1 merce appointed under section 15(a) of the Export 

2 Administration Act of 1979 (50 U.S.C. 2414(a)), 

3 and the Department of Commerce, on the day before 

4 the effective date specified in section 109(a), under 

5 the Export Administration Act of 1979 are trans- 

6 ferred to the Secretary of State. 

7 (2) Consultation with ustr. — The Sec- 

8 retary of State shall consult with the United States 

9 Trade Representative with respect to licensing deci- 

10 sions under the Export Administration Act of 1979. 

1 1 (b) Short Supply Controls. — ^A ll functions of the 

12 Secretary of Commerce, on the day before the effective 

13 date specified in section 109(a), under section 7 of the 

14 Export Administration Act of 1979 (50 U.S.C. 2406), and 

15 under aU other provisions of that Act to the extent that 

16 such provisions apply to section 7, are transferred to the 

17 President. 

18 (e) Enforcement. — 

19 (1) General transfer. — ^A ll functions of the 

20 Secretary of Commerce and the Department of Com- 

21 merce, on the day before the effective date specified 

22 in section 109(a), under sections 11(c), 12, and 13 

23 (c), (d), and (e) of the Export Administration Act of 

24 1979 (50 U.S.C. App. 2410(c), 2411, and 2412 (c). 
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1 (d), and (e)) are transferred to the Secretary of the 

2 Treasury. 

3 (2) Transfer of enforcement person- 

4 nel. — Not more than 60 United States special 

5 agents of the Bureau of Export Administration of 

6 the Department of Commerce who, on the day be- 

7 fore the effective date specified in section 109(a), 

8 were assigned to perform functions under section 

9 12(a) of the Export Administration Act of 1979 may 

10 be transferred to the Customs Service to carry out 

11 functions transferred by paragraph (1). The Direc- 

12 tor of the Office of Management and Budget shall 

13 determine the special agents to be transferred under 

14 this paragraph. 

15 (d) ANTI-B.OYCOTT Compliance. — ^All functions of 

16 the Secretary of Commerce and the Department of Com- 

17 merce, on the day before the effective date specified in 

18 section 109(a), under section 8 of the Export Administra- 

19 tion Act of 1979 (50 U.S.C. 2407), and under all other 

20 provisions of that Act to the extent that such provisions 

21 apply to section 8, are transferred to the Attorney Gen- 

22 eral. 

23 (e) Termination of Office of Foreign Avail- 

24 ABILITY; APPOINTMENT OF INDUSTRIES BOARD. — 
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1 (1) Termination op office. — (A) The Office 

2 of Foreign Availability established under section 

3 5(f)(6) of the Export Administration Act of 1979 

4 (50 U.S.C. 2404(f)(6)) is abolished. 

5 (2) Conforming amendment. — Section 5(f) 

6 of the Export Administration Act of 1979 (50 

7 U.S.C. App. 2404(f)) is amended by striking para- 

8 graph (6). 

9 (3) Appointment op industries board. — 

10 The President shall appoint an industries board, 

1 1 composed of representatives of industries affected by 

12 matters relating to foreign availability under the Ex- 

13 port Administration Act of 1979, to advise the Sec- 

14 retary of State with respect to such matters, except 

15 that no Federal funds may be made available to the 

16 industries board to carry out its functions. 

17 (f) Buying Power Maintenance Account. — The 

18 authority of the Secretary of Commerce under section 108 

19 of title I of Public Law 100-202 (101 Stat. 1329-7) to 

20 establish a Buying Power Maintenance account is trans- 

21 ferred to the Secretaiy of State for purposes of carrying 

22 out functions under the Export Administration Act of 

23 1979 that are transferred to the Secretary of State under 

24 this section. 

25 (g) Technical and Conforming Amendments. — 
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1 (1) Section 15(a) of the Export Administration 

2 Act of 1979 (50 U.S.C. 2414(a)) is repealed. 

3 (2) The Office of the Under Secretary of Com- 

4 merce for Export Administration is abolished. 

5 SEC. 203. NATIONAL SECURITY FUNCTIONS. 

6 (a) Transfer op Functions. — Functions of the 

7 Secretary of Commerce immediately before the effective 

8 date specified in section 109(a) — 

9 (1) under section 232 of the Trade Expansion 

10 Act of 1962 (19 U.S.C. 1862) are transferred to the 

1 1 International Trade Commission; 

12 (2) under section 309 of the Defense Produc- 

13 tion Act of 1950 (50 U.S.C. App. 2099) are trans- 

14 ferred to the Secretary of Defense; and 

15 (3) under section 722 of the Defense Produc- 

16 tion Act of 1950 (50 U.S.C. App. 2171) are trans- 

17 ferred to the Secretary of the Treasury. 

18 (b) National Defense Technology and Indus- 

19 TRIAL Base Council. — Section 2502(b) of title 10, Unit- 

20 ed States Code, is amended by striking paragraph (3) and 

21 redesignating paragraphs (4) and (5) as paragraphs (3) 

22 and (4), respectively. 

23 (c) Appointment op Committees op Industry 

24 Representatives. — The President should appoint com- 

25 mittees composed of representatives of appropriate indus- 
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1 tries to advise the National Security Council with respect 

2 to those matters affecting industry' addressed by the Sec- 

3 retaiy of Commerce to the National Security Council be- 

4 fore the effective date specified in section 109(a). 

5 SEC. 204. INTERNATIONAL TRADE FUNCTIONS. 

6 (a) Tariff Act of 1930; Uruguay Round Agree- 

7 MENTS Act. — 

8 (1) Transfer to united states trade rep- 

9 RESENTATIVB. — ^All functions of the International 

10 Trade Administration of the Department of Com- 
il meree, immediately before the effective date speci- 

12 fied in section 109(a), under titles III and VII of the 

13 Tariff Act of 1930, and all functions of the admin- 

14 istering authority or the Secretary of Commerce 

15 under the Uruguay Round Agreements Act, are 

16 transferred to the United States Trade Representa- 

17 tive. 

18 (2) Conforming amendment. — Section 

19 771(1) of the Tariff Act of 1930 (19 U.S.C. 

20 1677(1)) is amended by striking “Secretary of Com- 

21 merce” and inserting “United States Trade Rep- 

22 resentative”. 

23 (b) Foreign Trade Zones Board. — Subsection (b) 

24 of the first section of the Act of June 18, 1934 (commonly 

25 known as the “Foreign Trade Zones Act”) (19 U.S.C. 

HR 1756.ni-^-i3 



20 


18 

1 81a(b)) is amended by striking “Secretary of Commerce, 

2 who shall be chairman and executive officer of the Board, 

3 the Secretary of the Treasury” and inserting “Secretary 

4 of the Treasuiy, who shall be chairman and executive offi- 

5 cer of the Board, the United States Trade Representa- 

6 tive”. 

7 (c) United States and Foreign Commercial 

8 Service. — 

9 (1) Renaming and abolition op certain 

10 FUNCTIONS. — The United States and Foreign Com- 
il mercial Service shall, upon the effective date speci- 

12 fled in section 109(a), be known as the “United 

13 States Foreign Commercial Service” (hereafter in 

14 this subsection referred to as the “Commercial Serv- 

15 ice”). All operations of the Commercial Service in 

16 the United States (other than those performed at 

17 the headquarters office referred to in section 

18 2301(c) of the Export Enhancement Act of 1988 

19 (15 U.S.C. 4721(c))) with respect to the foreign op- 

20 erations of the Commercial Service) are abolished. 

21 (2) Transfer to ustr. — The Commercial 

22 Service and its functions are transferred to the Unit- 

23 ed States Trade Representative. All functions per- 

24 formed immediately before the effective date speei- 

25 fied in section 109(a) by the Secretary of Commerce 
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1 or the Department of Commerce with respect to the 

2 Commercial Service are transferred to the United 

3 States Trade Representative. 

4 (3) Director general. — (A) The head of the 

5 Commercial Service shall, as of the effective date 

6 specified in section 109(a), be the Director General 

7 of the United States Foreign Commercial Service. 

8 (B) Section 5315 of title 5, United States Code, 

9 is amended by striking “Assistant Secretary of Com- 

10 meree and Director General of the United States 

11 and Foreign Commercial Service” and inserting “Di- 

12 rector General of the United States Foreign Com- 

13 mercial Service.”. 

14 (C) The individual serving as Assistant Sec- 

15 retaiy of Commerce and Director General of the 

16 United States and Foreign Commercial Service im- 

17 mediately before the effective date specified in sec- 

18 tion 109(a) may serve as the Director General of the 

19 United States Foreign Commercial Service on and 

20 after such effective date until a successor has taken 

21 office. Compensation for any service under this sub- 

22 paragraph shall be at the rate at which the individ- 

23 ual was compensated immediately before the effec- 

24 tive date specified in section 109(a). 
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1 (4) Transfer op commercial SER\^CE opfi- 

2 CERS. — The transfer to the United States Trade 

3 Representative pursuant to this section of any Com- 

4 mercial Service Officer serving immediately before 

5 the effective date specified in section 109(a) shall 

6 not cause such officer to be reduced in rank, grade, 

7 or compensation. 

8 (d) Export Promotion Programs. — 

9 (1) Transfer. — ^A ll export promotion pro- 

10 grams (as defined in section 201(d) of the Export 

11 Administration Amendments Act of 1985 (15 U.S.C. 

12 4051(d))) carried out by the Secretary of Commerce 

13 or the Department of Commerce immediately before 

14 the effective date specified in section 109(a) are 

15 transferred to the United States Trade Representa- 

16 tive. 

17 (2) Private funding. — ^With respect to any 

18 program transferred under paragraph (1), no funds 

19 made available to the United States Trade Rep- 

20 resentative may be used in carrying out such pro- 

21 gram, but the United States Trade Representative 

22 may require the persons to whom services are pro- 

23 vided by the Office of the United States Trade Rep- 

24 resentative under such program to pay for such serv- 
ices. 
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1 (e) Trade Information.— A ll functions of the Sec- 

2 retaiy of Commerce under the International Investment 

3 and Trade in Services Survey Act (22 U.S.C. 3101 and 

4 following) are transferred to the Secretary of the Treas- 

5 ury. 

6 (f) International Economic Policy. — ^All func- 

7 tions performed by the Assistant Secretary of Commerce 

8 for International Economic Policy and the Office of Inter- 

9 national Economic Policy of the Department of Commerce 

10 immediately before the effective date specified in section 

1 1 109(a) are abolished. 

12 (g) Functions With Respect to Textile Agree- 

13 MENTS. — 

14 (1) Transfer of functions. — Notwithstand- 

15 ing the provisions of Executive Order 11651 and 

16 Executive Order 12475 (7 U.S.C. 1854 note), the 

17 functions of the Committee for the Implementation 

18 of Textile Agreements (hereafter in this subsection 

19 referred to as “CITA”) are transferred as follows: 

20 (A) All functions related to policy formula- 

21 tion for textile and apparel trade, including the 

22 negotiation and implementation of textile and 

23 apparel trade agreements, and all related activi- 

24 ties performed by CITA immediately before the 

25 effective date specified in section 109(a), and 
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not specified in paragraphs (2) through (4), are 
transferred to the United States Trade Rep- 
resentative. 

(B) All functions related to economic anal- 
ysis of textile and apparel trade patterns, deter- 
mination of serious damage, or actual threat 
thereof, to domestic United States industry and 
related safeguards matters, including the tran- 
sitional safeguard provisions under Article 6 of 
the Agreement on Textiles and Clothing re- 
ferred to in section 101(d)(4) of the Uruguay 
Round Agreements Act (19 U.S.C. 3511(d)(4)), 
and analysis of the impact of foreign tariff and 
nontariff barriers on textile and apparel trade, 
and all related activities performed by CITA 
immediately before the effective date specified 
in section 109(a), are transferred to the Inter- 
national Trade Commission. 

(C) All functions related to the promotion 
and foreign market expansion of United States 
textile and apparel production are transferred 
to the United States Foreign Commercial Serv- 
ice. 

(D) All functions related to monitoring 
quota utilization and enforcement, and actions 
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1 to address the circumvention of quotas, as de- 

2 scribed in the statement of administrative ac- 

3 tion accompanying the Uruguay Round Agree- 

4 ments (as defined in section 2 of the Uruguay 

5 Round Agreements Act (19 U.S.C. 3501)), are 

6 transferred to the Secretary of the Treasury. 

7 (2) Abolition op cita. — GITA is abolished. 

8 (h) Pair Trade in Auto Parts. — ^A ll functions of 

9 the Secretary of Commerce under the Pair Trade in Auto 

10 Parts Act of 1988 (15 U.S.C. 4701 and following) are 

1 1 transferred to the International Trade Commission. 

12 (i) Other Trade Puncttions.— 

13 (1) Interagency trade organization. — ^The 

14 President shall provide for the direct participation 

15 by representatives of industry on the Interagency 

16 Trade Oi^nization established under section 242 of 

17 the Trade Expansion Act of 1962 (19 U.S.C. 1872), 

18 to cany out appropriate functions of the Secretary 

19 of Commerce as a member of such oi^nization be- 

20 fore the effective date specified in section 109(a). 

21 (2) Export trading companies. — (A) The 

22 functions of the Secretary of Commerce under the 

23 Eiqiort Trading Company Act of 1982 (15 U.S.C. 

24 4001-4003), and the Office of Export Trade estab- 

25 lished under section 104 of that Act, are abolished. 
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1 (B) The functions of the Secretary of Com- 

2 merce under title III of the Act of October 8, 1982 

3 (15 U.S.C. 4011 and following), are transferred to 

4 the Secretary of the Treasury. 

5 (C) Conforming amendments. — (i) The Ex- 

6 port Trading Company Act of 1982 (15 U.S.C. 

7 4001-4003) is repealed. 

8 (ii) The section heading for section 301 of the 

9 Act of October 8, 1982 (15 U.S.C. 4011), is amend- 

10 ed by striking “COMMERCE” and inserting “treas- 

1 1 URY”. 

12 (hi) Section 311(7) of the Act of October 8, 

13 1982 (15 U.S.C. 4021), is amended by striking 

14 “Commerce” and inserting “Treasury”. 

15 (j) Appointment of Industries Boards. — The 

16 President shall appoint industries boards, composed of 

17 representatives of industries in the private sector, to ad- 

18 vise the Secretary of the Treasury and the United States 

19 Trade Representative with respect to functions transferred 

20 to them under this section. 

21 (k) Gifts and Bequests. — 

22 (1) In general.. — The Secretary of State, the 

23 Secretary of the Treasury, and the United States 

24 Trade Representative are authorized to accept, hold, 

25 administer, and utilize gifts and bequests of prop- 
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1 erty, both real and personal, for the purpose of aid- 

2 ing or facilitating the performance of functions 

3 transferred to them under this section and section 

4 202. Gifts and bequests of money and the proceeds 

5 from sales of other property received as gifts or be- 

6 quests shall be deposited in the United States Treas- 

7 uiy in a separate fund and shall be disbursed on 

8 order of the Secretary of State, the Secretary of the 

9 Treasury, or the United States Trade Representa- 

10 tive. Property accepted pursuant to this paragraph, 

1 1 and the proceeds thereof, shall be used as nearly as 

12 possible in accordance with the terms of the gift or 

13 bequest. 

14 (2) Tax treatment. — ^For the purpose of Fed- 

15 eral income, estate, and gift taxes, and State taxes, 

16 property accepted under subsection (a) shall be con- 

17 sidered a ^ft or bequest to or for use of the United 

18 States. 

19 (3) Investment. — The Secretary of the Treas- 

20 ury may invest and reinvest in securities of the 

21 United States or in securities guaranteed as to prin- 

22 cipal and interest by the United States any moneys 

23 contained in the fund provided for in subsection (a). 

24 Income accruing from such securities, and from any 

25 other property held by the Secretary of State, the 
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1 Secretary of the Treasury, or the United States 

2 Trade Representative pursuant to subsection (a), 

3 shall be deposited to the credit of the fund, and shall 

4 be disbursed upon order of the Secretary of State, 

5 the Secretary of the Treasury, or the United States 

6 Trade Representative. 

7 (1) Information Sharing. — It is the sense of the 

8 Congress that any department or agency of the United 

9 States that compiles information on international econom- 
ic ics or trade make that information available to other de- 
ll partments and agencies performing functions relating to 

12 international trade. 

13 (m) Trade Adjustment Assistance for 

14 Firms. — Chapter 3 of title II of the Trade Act of 1974 

15 (19 U.S.C. 2341 and following) and the items relating to 

16 such chapter in the table of contents for that Act, are re- 

17 pealed. 

18 SEC. 206. PATENT AND TRADEMARK OFFICE. 

19 (a) Transfer to Department of Justice. — Ef- 

20 feetive as of the date specified in section 109(a) — 

21 (1) the Patent and Trademark Office shall be 

22 transferred to the Department of Justice; and 

23 (2) all functions which, immediately before such 

24 date, are functions of the Secretary of Commerce 

25 under title 35, United States Code, or any other 
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1 provision of law with respect to the functions of the 

2 Patent and Trademark Office, are transferred to the 

3 Attorney General. 

4 (b) Funding. — 

5 (1) Costs paid prom pees. — ^A ll costs of the 

6 activities of the Patent and Trademark Office shall 

7 be paid from fees paid to the Office under title 35, 

8 United States Code, the Act of July 5, 1946 (com- 

9 monly known as the “Trademark Act of 1946”) (15 

10 U.S.C. 1051 and following), section 10101 of the 

11 Omnibus Budget Reconciliation Act of 1990 (35 

12 U.S.C. 41 note), or other provision of law. 

13 (2) Funds available without appropria- 

14 TION. — (A) Section 42(c) of title 35, United States 

15 Code, is amended by striking “to carry out, to the 

16 extent provided in appropriation Acts,” and insert- 

17 ing “, without appropriation, to carry out”. 

18 (B) Section 10101(b)(2)(B) of the Omnibus 

19 Budget Reconciliation Act of 1990 (35 U.S.C. 41 

20 note) is amended by striking “to the extent provided 

21 in appropriation Acts” and inserting “without ap- 

22 propriation”. 

23 (c) Adjustment op Fees. — Section 41(f) of title 

24 31, United States Code, is amended to read as follows: 
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1 “(f) The Commissioner may adjust the fees estab- 

2 lished under this section on October 1 of each year to 

3 cover the estimated cost to the activities of the Office.”. 

4 (d) Service of Incumbents. — Those individuals 

5 serving as Commissioner of Patents and Trademarks, 

6 Deputy Commissioner of Patents and Trademarks, Assist- 

7 ant Commissioner of Patents, and Assistant Commis- 

8 sioner of Trademarks, immediately before the effective 

9 date specified in section 109(a), may continue in such of- 

10 fice on and after such effective date until a successor has 

1 1 taken office. Compensation for any service under this sub- 

12 section shall be at the rate at which the individual was 

13 compensated immediately before the effective date speci- 

14 fied in section 109(a). 

15 (e) Rule of Construction. — For purposes of title 

16 III, the transfer of the Patent and Trademark Office to 

17 the Department of Justice under this section shall be 

18 treated as if it involved a transfer of functions from one 

19 office to another. 

20 (f) Technical and Conforming Amendments. — 

21 (1) Section 1 of title 35, United States Code, 

22 is amended to read as follows: 

23 “§ 1. Establishment 

24 “The Patent and Trademark Office is an agency of 

25 the United States within the Department of Justice, where 
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1 records, books, drawings, specifications, and other papers 

2 and things pertaining to patents and trademark registra- 

3 tions shall be kept and preserved, except as otherwise pro- 

4 vided by law.”. 

5 (2) Title 35, United States Code, is amended by 

6 striking “Secretary of Commerce” each place it ap- 

7 pears and inserting “Attorney General”. 

8 (3) Section 3 of title 35, United States Code, 

9 is amended by striking subsection (d). 

10 (4) Section 5316 of title 5, United States Code, 

11 is amended by striking 

12 “Commissioner of Patents, Department of 

13 Commerce.” 

14 and inserting 

15 “Commissioner of Patents and Trademarks.”. 

1 6 SEC. 206. TECHNOLOGY ADMINISTRATION. 

17 (a) Technology Administration. — 

18 (1) General rule. — Except as otherwise pro- 

19 vided in this section, the Technology Administration 

20 shall be terminated on the effective date specified in 

21 section 213(a). 

22 (2) Office of technology policy. — The Of- 

23 fice of Technology Policy is hereby terminated. 

24 (b) National Institute of Standards and 

25 Technology. — 
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1 (1) General rule. — Except as otherwise pro- 

2 vided in this subsection, the National Institute of 

3 Standards and Technology (in this subsection re- 

4 ferred to as the “Institute”) shall be transferred to 

5 the National Science Foundation. 

6 (2) Functions op director. — Except as oth- 

7 erwise provided in this subsection, upon the transfer 

8 under paragraph (1), the Director of the Institute 

9 shall perform all functions relating to the Institute 

10 that, immediately before the effective date specified 

11 in section 213(a), were functions of the Secretary of 

12 Commerce or the Under Secretary of Commerce for 

13 Technology, including the administration of section 

14 17 of the Stevenson-Wydler Technology Innovation 

15 Act of 1980. 

16 (3) Laboratories. — (A) The laboratories of 

17 the Institute shall be transferred to the Commerce 

18 Programs Resolution Agency. 

19 (B) The Commerce Programs Resolution Agen- 

20 cy shall attempt to sell the property of the labora- 

21 tories of the Institute, within 18 months after the 

22 effective date specified in section 213(a), to a private 

23 sector entity intending to perform substantially the 

24 same functions as were performed by the labora- 
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1 tories of the Institute immediately before such effec- 

2 tive date. 

3 (C) If no offer to purchase property under sub- 

4 paragraph (B) is received within the 18-month pe- 

5 riod described in such subparagraph, the Commerce 

6 Programs Resolution Agency shall submit a report 

7 to the Congress containing recommendations on the 

8 appropriate disposition of the property and functions 

9 of the laboratories of the Institute. 

10 (e) National Technical Information Serv- 

1 1 ICE. — 

12 (1) Sale of property. — The Commerce Pro- 

13 grams Resolution Agency shall attempt to sell the 

14 property of the National Technical Information 

15 Service, within 18 months after the effective date 

16 specified in section 213(a), to a private sector entity 

17 intending to perform substantially the same func- 

18 tions as were performed by the National Technical 

19 Information Service immediately before such effec- 

20 tive date. 

21 (2) Recommendations. — If no offer to pur- 

22 chase property under paragraph (1) is received Avith- 

23 in the 18-month period described in such paragraph, 

24 the Commerce Programs Resolution Agency shall 

25 submit a report to the Congress containing rec- 
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1 ommendations on the appropriate disposition of the 

2 property and functions of the National Technical In- 

3 formation Service. 

4 (3) Funding. — N o Federal funds may be ap- 

5 propriated for the National Technical Information 

6 Service for any fiscal year after fiscal year 1995. 

7 (d) Amendments. — 

8 (1) National institute op standards and 

9 TECHNOLOGY ACT. — ^The National Institute of 

10 Standards and Technology Act (15 U.S.C. 271 et 

11 seq.) is amended — 

12 (A) in section 2(b), by striking paragraph 

13 (1) and redesignating paragraphs (2) through 

14 (11) as paragraphs (1) through (10), respec- 

15 tively; 

16 (B) in section 2(d), by striking “, including 

17 the programs established under sections 25, 26, 

18 and 28 of this Act”; 

19 (C) in section 10, by striking “Advanced” 

20 in both the section heading and subsection (a), 

21 and inserting in lieu thereof “Standards and”; 

22 and 

23 (D) by striking sections 24, 25, 26, and 

24 28. 


•HR 17S6 IH 



35 


1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


33 

(2) Stevenson-wydler technology innova- 
tion ACT OP 1980. — ^The Stevenson-Wydier Tech- 
nology Innovation Act of 1980 (15 U.S.C. 3701 et 
seq.) is amended — 

(A) in section 3, by striking paragraph (2) 
and redesignating paragraphs (3) through (5) 
as paragraphs (2) through (4), respectively; 

(B) in section 4, by striking paragraphs 

(1) , (4), and (13) and redesignating paragraphs 

(2) , (3), (5), (6), (7), (8), (9), (10), (11), and 
(12) as paragraphs (1) through (10), respec- 
tively; 

(C) by striking sections 5, 6, 7, 8, 9, and 

10 ; 

(D) in section 11 — 

(i) by striking “, the Federal Labora- 
tory Consortium for Technology Transfer,” 
in subsection (c)(3); 

(ii) by striking “and the Federal Lab- 
oratory Consortium for Technology Trans- 
fer” in subsection (d)(2); 

(iii) by striking “, and refer such re- 
quests” and all that follows through “avail- 
able to the Service” in subsection (d)(3); 
and 
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1 (iv) by striking subsection (e); and 

2 (E) in section 17 — 

3 (i) by striking “Subject to paragraph 

4 (2), separate” and inserting in lieu thereof 

5 “Separate” in subsection (c)(1); 

6 (ii) by striking paragraph (2) of sub- 

7 section (c); 

8 (iii) by redesignating paragraph (3) of 

9 subsection (e) as paragraph (2); and 

10 (iv) by inserting “administrative” 

11 after “funds to carry out” in subsection 

12 (f). 

13 SEC. 207. REORGANIZATION OF THE BUREAU OF THE 

14 CENSUS. 

15 (a) I.N' General. — E ffective as of the date specified 

16 in section 213(a) — 

17 (1) the Bureau of the Census shall be trans- 

1 8 ferred to the Department of the Treasury; and 

19 (2) all functions which, immediately before such 

20 date, are functions of the Secretary of Commerce 

21 under title 13, United States Code, shall be trans- 

22 ferred to the Secretary of the Treasury. 

23 (b) Interim Service. — T he individual serving as the 

24 Director of the Census immediately before the reorganiza- 

25 tion under this section takes effect may continue serving 
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1 in that capacity until a successor has taken office. Com- 

2 pensation for any service under this subsection shall be 

3 at the rate at which such individual was compensated im- 

4 mediately before the effective date of the reorganization. 

5 (c) Sense op the Congress. — It is the sense of the 

6 Congress that the Bureau of the Census should — 

7 (1) make appropriate use of any authority af- 

8 forded to it by the Census Address List Improve- 

9 ment Act of 1994 (Public Law 103-430; 108 Stat. 

10 4393), and take measures to ensure the timely im- 

1 1 plementation of such Act; and 

12 (2) streamline census questionnaires to promote 

13 savings in the collection and tabulation of data. 

14 (d) Amend-MENTS. — ^E ffective as of the date specified 

15 in section 213(a) — 

16 (1) Transfer of the bureau to the de- 

17 partment of the treasury. — (A) Section 2 of 

18 title 13, United States Code, is amended by striking 

19 “is continued as” through the period and inserting 

20 “is an agency within, and under the jurisdiction of, 

21 the Department of the Treasury.”. 

22 (B) Subsection (e) of section 12 of the Act of 

23 Februaiy 14, 1903 (15 U.S.C. 1511(e)) is repealed. 

24 (2) Definition of secretary. — Title 13, 

25 United States Code, is amended in section 1(2) by 
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1 striking “Secretary of Commerce” and inserting 

2 “Secretary of the Treasury”. 

3 (3) References in title i3, united states 

4 CODE, TO THE DEPARTMENT OF COMMERCE. — Title 

5 13, United States Code, is amended in sections 4, 

6 9(a), 23(b), 24(e), 44, 103, 132, 211, 213(b)(2), 

7 221, 222, 223, 224, 225(a), and 241 by striking 

8 “Department of Commerce” each place it appears 

9 and inserting “Department of the Treasury”. 

10 (4) Provisions relating to the secretary 

11 OF THE TREASURY. — <A) Section 302 of title 13, 

12 United States Code, is amended by striking the last 

13 sentence thereof. 

14 (B) Section 303 of title 13, United States Code, 

15 and the item relating to such section in the analysis 

16 for chapter 9 of such title are repealed. 

17 (C) Section 304(a) of title 13, United States 

18 Code, is amended — 

19 (i) by striking “Secretary of the Treasury” 

20 each place it appears and inserting “Secretary”; 

21 and 

22 (ii) by striking “Secretary of Commerce” 

23 and inserting “Secretary”. 
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1 (D)(i) Section 401(a) of title 13, United States 

2 Code, is amended by striking “Secretary of Com- 

3 merce” and inserting “Secretary”. 

4 (ii) Section 8(e) of the Foreign Direct Invest- 

5 ment and International Financial Data Improve- 

6 ments Act of 1990 (22 U.S.C. 3144(e)) is amended 

7 by striking “Secretary of Commerce” and inserting 

8 “Secretary of the Treasury”. 

9 (iii) Section 401(a) of title 13, United States 

10 Code, is amended by striking “Department of Com- 
il merce” and inserting “Federal Reserve System”. 

12 (5) Compensation for the position of di- 

13 RECTOR OF THE CENSUS. — Section 5315 of title 5, 

14 United States Code, as amended by paragraph (7) 

15 of section 108(e), is further amended by inserting 

16 (in lieu of the item struck by such paragraph) the 

17 following new item: 

18 “Director of the Census, Department of the 

19 Treasury.”. 

20 (6) Confidentiality. — Section 9 of title 13, 

21 United States Code, is amended by adding at the 

22 end the following: 

23 “(c)(1) Nothing in subsection (a)(3) shall be consid- 

24 ered to permit the disclosure of any matter or information 

25 to an officer or employee of the Department of the Treas- 
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1 ury who is not referred to in subehapter II if, immediately 

2 before the date specified in section 213(a) of the Depart- 

3 ment of Commerce Dismantling Act, such disclosure (if 

4 then made by an officer or employee of the Department 

5 of Commerce) would have been impermissible under this 

6 section (as then in effect). 

7 “(2) Paragraph (1) shall not apply with respect to 

8 any disclosure made to the Secretary.”. 

9 (e) Rule of Construction. — For purposes of title 

10 III, the reorganization of the Bureau of the Census under 

11 this section shall be treated as if it involved a transfer 

12 of functions ft^m one office to another. 

13 SEC. 208. REORGANIZATION OF THE BUREAU OF ECO- 

1 4 NOMIC ANALYSIS. 

15 (a) In General. — ^E ffective as of the date specified 

16 in section 213(a) — 

17 (1) the Bureau of Economic Analysis shall be 

18 transferred to the Federal Reserve System; and 

19 (2) all functions which, immediately before such 

20 date, are functions of the Secretary of Commerce 

21 with respect to the Bureau of Economic Analysis 

22 shall be transferred to the Chairman of the Board 

23 of Governors of the Federal Reserve System. 

24 (b) Interim Service. — T he individual serving as the 

25 Director of the Bureau of Economic Analysis immediately 
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1 before the reorganization under this section takes effect 

2 may continue serving in that capacity until a successor 

3 has taken office. Compensation for any service under this 

4 subsection shall be at the rate at which such individual 

5 was compensated immediately before the effective date of 

6 the reorganization. 

7 (c) Reports. — N ot later than 18 months after the 

8 date of the enactment of this Act, the Director of the Bu- 

9 reau of Economic Analysis shall submit to the Congress 

10 a written report on — 

11 (1) the availability of any private sector re- 

1 2 sources that may be capable of performing any or all 

13 of the functions of the Bureau of Economic Analy- 

14 sis, and the feasibility of having any such functions 

15 so performed; and 

16 (2) the feasibility of implementing a S 5 ^tem 

17 under which fees may be assessed by the Bureau of 

18 Economic Analysis in order to defray the costs of 

19 any services performed by the Bureau of Economic 

20 Analysis, when such services are performed other 

21 than on behalf of the Federal Government or an 

22 agency or instrumentality thereof. 

23 (d) Rule of Construction. — For purposes of title 

24 III, the reorganization of the Bureau of Economic Analy- 
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1 sis under this section shall be treated as if it involved a 

2 transfer of functions from one office to another. 

3 SEC. 209. TERMINATED FUNCTIONS OF NTIA. 

4 The following provisions of law are repealed: 

5 (1) Subpart A of part IV of title III of the 

6 Communications Act of 1934 (47 U.S.C. 390 et 

7 seq.), relating to assistance for public telecommuni- 

8 cations facilities. 

9 (2) Subpart B of part IV of title III of the 

10 Communications Act of 1934 (47 U.S.C. 394 et 

11 seq.), relating to the Endowment for Children’s 

12 Educational Television. 

13 (3) Subpart C of part IV of title III of the 

14 Communications Act of 1934 (47 U.S.C. 395 et 

15 seq.), relating to Telecommunications Demonstration 

16 grants. 

17 SEC. 210. TRANSFER OF SPECTRUM MANAGEMENT FUNC- 

18 TIONS. 

19 There are transferred to the Chairman of the Federal 

20 Communications Commission all functions of the Sec- 

21 retaiy of Commerce, the Assistant Secretary of Commerce 

22 for Communications and Information, and the National 

23 Telecommunications and Information Administration 

24 under parts A and B of the National Telecommunication 

25 and Information Administration Organization Act. 
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1 SEC. 211. NATIONAL OCEANIC AND ATMOSPHERIC ADMIN- 

2 ISTRATTON. 

3 (a) Termination op Authority to Make Fish- 

4 ERIES Grants. — No financial assistance may be provided 

5 under any of the following laws, except to the extent the 

6 provision of that assistance is a contractual obligation of 

7 the United States on the day before the effective date of 

8 this section: 

9 (1) Section 2 of the Act of August 11, 1939 

10 (15 U.S.C. 713c-3), popularly known as the 

1 1 “Saltonstall-Kennedy Act”. 

12 (2) Section 1 of the Act of September 2, 1960 

13 (16 U.S.C. 753a). 

14 (3) The Antarctic Marine Living Resources 

15 Convention Act of 1984 (16 U.S.C. 2431 et seq.). 

16 (4) The Anadromous Fish Conservation Act (16 

17 U.S.C. 757a et seq.). 

18 (5) Provisions of the Magnuson Fishery Con- 

19 servation and Management Act (16 U.S.C. 1801 et 

20 seq.) and the Department of Commerce Appropria- 

21 tion Act of 1994 that authorize assistance to State 

22 fishery agencies to enhance their data collection and 

23 analysis systems to respond to coastwise fisheries 

24 management needs. 

25 (6) The Inteijurisdictional Fisheries Act of 

26 1986 (16 U.S.C. 4101 et seq.). 
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1 (7) Provisions of the Fish and Wildlife Act of 

2 1956 and the Department of Commerce Appropria- 

3 tion Act of 1994 that authorize assistance to State 

4 for a cooperative State and Federal partnership to 

5 provide a continuing source of fisheries statistics to 

6 support fisheries management in the States’ terri- 

7 torial waters and the United States exclusive eco- 

8 nomie zone. 

9 (8) Provisions of the Pish and Wildlife Act of 

10 1956 and the Department of Commerce Appropria- 

1 1 tion Act of 1994 that authorize assistance to States 

12 for a cooperative program which engages State and 

13 Federal agencies in the coordinated collection, man- 

14 agement, and dissemination of fishery-independent 

15 information on marine fisheries in support of State 

16 territorial waters and the United States exclusive 

17 economic zone fisheries management programs. 

18 (9) Provisions of the Act of May 11, 1938 (16 

19 U.S.C. 756-757), popularly known as the Mitchell 

20 Act, and the Department of Commerce Appropria- 

21 tion Act of 1994 that authorize assistance to State 

22 fisheries agencies in the Pacific Northwest to protect 

23 and enhance salmon and steelhead resources in the 

24 region. 
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1 (10) Provisions of the Pacific Salmon Treaty 

2 Act of 1985 (16 U.S.C. 3631-3644) and the De- 

3 partment of Commerce Appropriation Act of 1994 

4 that authorize assistance to States in fulfilling re- 

5 sponsibilities under the Pacific Salmon Treaty by 

6 providing administrative, management, and applied 

7 research support to the States to meet the needs of 

8 the Pacific Salmon Commission and international 

9 commitments under the treaty. 

10 (11) Provisions of the Marine Mammal Protee- 

11 tion Act of 1972 (16 U.S.C. 1371-1384) and the 

12 Department of Commerce Appropriation Act of 1994 

13 which authorize assistance to State agencies for the 

14 collection and analysis of information on marine 

15 mammals that occur in the State waters and inter- 

16 act with State managed fisheries. 

17 (12) Provisions of the Pacific Salmon Treaty 

18 Act of 1985 (16 U.S.C. 3631-3644) and the De- 

19 partment of Commerce Appropriation Act of 1994 

20 that — 

21 (A) authorize assistance to States to assist 

22 in fulfilling Federal responsibilities under the 

23 Pacific Salmon Treaty by restoring Southeast 

24 Alaska salmon harvests limited by the treaty 
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1 and by restoring salmon stocks as quickly as 

2 possible; and 

3 (B) help implement a 1989 “Understand- 

4 ing between the United States and Canadian 

5 Sections of the Pacific Salmon Commission 

6 Concerning Joint Enhancement of 

7 Transboundary River Salmon Stocks”. 

8 (b) Termination of Fisheries Trade Promotion 

9 Program. — Section 211 of the Act of December 22, 1989 

10 (15 U.S.C. 1511b) is repealed. 

1 1 (c) Conforming Amendment to Terminate Fish- 

12 ERiES Promotion and Development Transfers and 

13 Funds. — Section 2(b) of the Act of August 11, 1939 (15 

14 U.S.C. 713c-3), popularly known as the “Saltonstall-Ken- 

15 nedy Act”, is repealed. Amounts remaining, on the effec- 

16 tive date of this section, in the funds established under 

17 that section that are not required for the provision of fi- 

18 nancial assistance that is not otherwise terminated by this 

19 section shall revert to the general fund of the Treasury. 

20 (d) Termination of Authority to Guarantee 

21 Obligations for Fishing Vessel and Fishing Facil- 

22 ITY Construction, Etc. — N o new guarantee of an obli- 

23 gation or commitment to guarantee an obligation under 

24 title XI of the Merchant Marine Act, 1936 (46 App. 

25 U.S.C. 1271 et seq.) may be made under authority that 
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1 was vested in the Secretary of Commerce on the day be- 

2 fore the effective date of this section (relating to obliga- 

3 tions for fishing vessels or fishing facilities), except to the 

4 extent the making of such a guarantee was a contractual 

5 obligation of the United States on the day before.that ef- 

6 fective date. 

7 (e) Termination of Compensation Under Fish- 

8 ermen’s Protective Act op 1967. — No compensation 

9 may be paid under section 10 of the Fishermen’s Protec- 

10 five Act of 1967 (22 U.S.C. 1980), relating to compensa- 

1 1 tion for damage, loss, or destruction of fishing vessels or 

12 fishing gear, except to the extent the compensation was 

13 awarded before the effective date of this section. 

14 (f) Termination op Compensation to Fishermen 

15 Under Outer Continental Shelf Lands Act 

16 Amendments op 1978. — No compensation may be paid 

17 under title IV of the Outer Continental Shelf Lands Act 

18 Amendments of 1978 (43 U.S.C. 1841 et seq.), except to 

19 the extent the compensation was awarded before the effec- 

20 tive date of this section, 

21 (g) Termination op Miscellaneous Research 

22 Functions. — ^T he following functions, as vested in per- 

23 sonnel of the National Oceanic and Atmospheric Adminis- 

24 tration on the day before the effective date of this section, 

25 are terminated: 
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1 (1) All observation and prediction functions re- 

2 lating to pollution research. 

3 (2) All functions relating to estuarine and 

4 coastal assessment research. 

5 (h) Termination of NOAA Corps. — 

6 (1) Termination. — The National Oceanic and 

7 Atmospheric Administration Corps is terminated, 

8 and the assets thereof shall be transferred to the 

9 Commerce Programs Resolution Agency. 

10 (2) Disposition of assets. — The Adminis- 

11 trator of the Commerce Programs Resolution Agen- 

12 cy shall attempt to sell the assets of the National 

13 Oceanic and Atmospheric Administration Corps, 

14 within 18 months after the effective date specified in 

15 section 213(a), to a private sector entity intending 

16 to perform substantially the same functions as were 

17 performed by the National Oceanic and Atmospheric 

18 Administration Corps immediately before such effec- 

19 tive date. 

20 (3) Report. — If no offer to purchase assets 

21 under paragraph (2) is received within the 18-month 

22 period described in such paragraph, the Commerce 

23 Programs Resolution Agency shall submit a report 

24 to the Congress containing recommendations on the 

25 appropriate disposition of the assets and functions of 
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1 the National Oceanic and Atmospheric Administra- 

2 tion Corps. 

3 (i) Disposal op NOAA Fleet. — The Secretary of 

4 the Interior — 

5 (1) shall cease modernization of the National 

6 Oceanic and Atmospheric Administration fleet of 

7 vessels and terminate all new construction for that 

8 fleet; 

9 (2) shall promptly dispose of all assets compris- 

10 ing the National Oceanic and Atmospheric Adminis- 

1 1 tration fleet; and 

12 (3) may not purchase any vessels for the Na- 

13 tional Oceanic and Atmospheric Administration. 

14 (j) Office op Oceanic and Atmospheric Re- 

15 SEARCH. — (1) Except as otherwise provided in paragraph 

16 (2) or (3), the Ofiflce of Oceanic and Atmospheric Re- 

17 search shall be terminated. 

18 (2) Functions relating to weather research of the Of- 

19 flee of Oceanic and Atmospheric Research shall be trans- 

20 ferred to the National Weather Service. 

21 (3)(A) The laboratories of the Office of Oceanic and 

22 Atmospheric Research shall be transferred to the Com- 

23 merce Programs Resolution Agency. 

24 (B) The Commerce Programs Resolution Agency 

25 shall attempt to sell the property of the laboratories of 
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1 the Office of Oceanic and Atmospheric Research, within 

2 18 months after the effective date specified in section 

3 213(a), to a private sector entity intending to perform 

4 substantially the same functions as were performed by the 

5 laboratories of the Office of Oceanic and Atmospheric Re- 

6 search immediately before such effective date. 

7 (C) If no offer to purchase property under subpara- 

8 graph (B) is received within the 18-month period de- 

9 scribed in such subparagraph, the Commerce Programs 

10 Resolution Agency shall transfer the remaining labora- 

1 1 tories to the Department of the Interior, which shall sub- 

12 mit a report to the Congress containing recommendations 

13 on the appropriate disposition of the property and func- 

14 tions of such laboratories. 

15 (k) Nautical and Aeronautical Charting. — (1) 

16 The nautical and aeronautical charting functions of the 

17 National Oceanic and Atmospheric Administration shall 

18 be transferred to the Defense Mapping Agency. 

19 (2) The Defense Mapping Agency shall terminate any 

20 functions transferred to it under paragraph (1) that are 

21 performed by the private sector. 

22 (1) NESDIS. — (1)(A) The National Environmental 

23 Satellite, Data, and Information System Data Centers 

24 shall be transferred to the Commerce Programs Resolu- 

25 tion Agency. 
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1 (B) The Commerce Programs Resolution Agency 

2 shall attempt to sell the property of the National Environ- 

3 mental Satellite, Data, and Information System Data Cen- 

4 ters, within 18 months after the effective date specified 

5 in section 213(a), to a private sector entity intending to 

6 perform substantially the same functions as were per- 

7 formed by the National Environmental Satellite, Data, 

8 and Information System Data Centers immediately before 

9 such effective date. 

10 (C) If no offer to purchase property under subpara- 

11 graph (B) is received within the 18-month period de- 

12 scribed in such subparagraph, the Commerce Programs 

13 Resolution Agency shall submit a report to the Congress 

14 containing reconunendations on the appropriate disposi- 

15 tion of the property and functions of the National Envi- 

16 ronmental Satellite, Data, and Information System Data 

17 Centers. 

18 (2) Functions related to weather satellites of the Na- 

19 tional Environmental Satelhte, Data, and Information 

20 System shall be transferred to the National Weather Serv- 

21 ice. 

22 (m) National Weather Service. — (1) The Na- 

23 tional Weather Service is hereby transferred to the De- 

24 partment of the Interior. 


•HR 17S6 IB 



52 


50 

1 (2) (A) The National Weather Service shall terminate 

2 its specialized agricultural, Marine Radiofax, and forestry 

3 weather services, and its Re^onal Climate Centers. 

4 (B) The National Weather Service may terminate any 

5 other specialized weather services not required by law to 

6 be performed. 

7 (n) National Marine Fisheries Service. — 

8 (1) Transfer of enforcement func- 

9 TIONS. — There are transferred to the Secretary of 

10 Transportation all functions relating to law enforce- 

1 1 ment that on the day before the effective date of this 

12 section were authorized to be performed by the Na- 

13 tional Marine Fisheries Service. 

14 (2) Transfer of science functions. 

15 There are transferred to the Director of the United 

16 States Fish and Wildlife Service all functions relat- 

17 ing to science that on the day before the effective 

18 date of this section were authorized to be performed 

19 by the National Marine Fisheries Service. 

20 (3) Transfer of seafood inspection func- 

21 TIONS. — There are transferred to the Secretary of 

22 Agriculture all functions relating to seafood inspec- 

23 tion that on the day before the effective date of this 

24 section were authorized to be performed by the Na- 

25 tional Marine Fisheries Service. 
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1 (o) National Ocean Service. — 

2 (1) Transfer op geodesy functions. — 

3 There are transferred to the Director of the United 

4 States Geological Survey all functions relating to ge- 

5 odesy that on the day before the effective date of 

6 this section were authorized to be performed by the 

7 National Ocean Service. 

8 (2) Transfer of marine and estuarine 

9 SANCTUARY FUNCTIONS. — ^There are transferred to 

10 the Secretary of the Interior all functions relating to 

11 marine and estuarine sanctuaries that on the day 

12 before the effective date of this section were author- 

13 ized to be performed by the National Ocean Service. 

14 (p) Environmental Research Laboratories. — 

15 (1) Transfer. — ^The environmental research 

16 laboratories of the National Oceanic and Atmos- 

17 pheric Administration (other than laboratories of the 

18 Office of Oceanic and Atmospheric Research, re- 

19 ferred to in subsection (j)) shall be transferred to 

20 the Commerce Programs Resolution Agency. 

21 (2) Disposal. — ^The Commerce Programs Res- 

22 olution Agency shall attempt to sell the property of 

23 the laboratories transferred under paragraph (1), 

24 within 18 months after the effective date specified in 

25 section 213(a), to a private sector entity intending 
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1 to perform substantially the same functions as were 

2 performed by the laboratories before such effective 

3 date. 

4 (3) Report. — If no offer to purchase property 

5 under paragraph (2) is received within the 18-month 

6 period described in such paragraph, the Commerce 

7 Programs Resolution Agency shall submit a report 

8 to the Congress containing recommendations on the 

9 appropriate disposition of the property and functions 

10 of the laboratories transferred under paragraph (1). 

1 1 SEC. 212. MISCELLANEOUS ABOUSHMENTS. 

12 The following agencies and programs of the Depart- 

13 ment of Commerce are abolished, and the functions of 

14 those agencies or programs are abolished except to the ex- 

15 tent otherwise provided in this Act: 

16 (1) The Economic Development Administration. 

17 (2) The Minority Business Development Admin- 

18 istration. 

19 (3) The United States Travel and Tourism Ad- 

20 ministration. 

21 (4) The National Telecommunications and In- 

22 formation Administration. 

23 (5) The Advanced Technology Program under 

24 section 28 of the National Institute of Standards 

25 and Technologj^ Act (15 U.S.C. 278n). 
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1 (6) The Manufacturing Extension Programs 

2 under sections 25 and 26 of the National Institute 

3 of Standards and Technology Act (15 U.S.C. 278k 

4 and 2781). 

5 SEC. 213. EFFECTIVE DATE. 

6 (a) In GeneraLi. — ^E xcept as provided in subsection 

7 (b), this title shall take effect on the effective date speci- 

8 fied in section 109(a). 

9 (b) Provisions Effective on Date of Enact- 

10 ME NT. — The following provisions of this title shall take ef- 

1 1 feet on the date of the enactment of this Act: 

12 (1) Section 201. 

13 (2) Section 206 (a)(2) and (d). 

14 (3) Section 212. 

1 5 SEC. 214. SENSE OF CONGRESS REGARDING USER FEES. 

16 It is the sense of the Congress that the head of each 

17 agency that performs a function vested in the agency by 

18 this Act should, wherever feasible, explore and implement 

19 user fees for the provision of services in the performance 

20 of that function, to offset operating costs. 

21 TITLE in— MISCELLANEOUS 

22 PROVISIONS 

23 SEC. 301. REFERENCES. 

24 Any reference in any other Federal law. Executive 

25 order, rule, regulation, or delegation of authority, or any 
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1 document of or pertaining to an office from which a func- 

2 tion is transferred by this Act — 

3 (1) to the Secretary of Commerce or an officer 

4 of the Department of Commerce, is deemed to refer 

5 to the head of the department or office to which 

6 such function is transferred; or 

7 (2) to the Department of Commerce or an 

8 agency in the Department of Commerce is deemed 

9 to refer to the department or office to which such 

10 function is transferred. 

1 1 SEC. 302. EXERCISE OF AUTHORITIES. 

12 Except as otherwise provided by law, a Federal offi- 

13 eial to whom a function is transferred by this Act may, 

14 for purposes of performing the function, exercise all au- 

15 thorities under any other provision of law that were avail- 

16 able with respect to the performance of that function to 

17 the official responsible for the performance of the function 

1 8 immediately before the effective date of the transfer of the 

19 function under this Act. 

20 SEC. 303. SAVINGS PROVISIONS. 

21 (a) Legal Documents. — ^All orders, determinations, 

22 rules, regulations, permits, grants, loans, contracts, agree- 

23 ments, certificates, licenses, and privileges — 

24 (1) that have been issued, made, granted, or al- 

25 lowed to become effective by the President, the Sec- 
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1 retary of Commerce, any officer or employee of any 

2 office transferred by this Act, or any other Govem- 

3 ment official, or by a court of competent jurisdie- 

4 tion, in the performance of any function that is 

5 transferred by this Act, and 

6 (2) that are in effect on the effective date of 

7 such transfer (or become effective after such date 

8 pursuant to their terms as in effect on such effective 

9 date), 

10 shall continue in effect according to their terms until 

1 1 modified, terminated, superseded, set aside, or revoked in 

12 accordance with law by the President, any other author- 

1 3 ized official, a court of competent jurisdiction, or operation 

14 of law. 

15 (b) Proceedings. — ^This Act shall not affect any 

16 proceedings or any application for any benefits, service, 

17 license, permit, certificate, or financial assistance pending 

18 on the date of the enactment of this Act before an office 

19 transferred by this Act, but such proceedings and applica- 

20 tions shall be continued. Orders shall be issued in such 

21 proceedings, appeals shall be taken therefrom, and pay- 

22 ments shall be made pursuant to such orders, as if this 

23 Act had not been enacted, and orders issued in any such 

24 proceeding shall continue in effect until modified, termi- 

25 nated, superseded, or revoked by a duly authorized official. 


•HR 17S6 IH 



58 


56 

1 by a court of competent jurisdiction, or by operation of 

2 law. Nothing in this subsection shall be considered to pro- 

3 hibit the discontinuance or modification of any such pro- 

4 ceeding under the same terms and conditions and to the 

5 same extent that such proceeding could have been discon- 

6 tinned or modified if this Act had not been enacted. 

7 (c) Suits. — This Act shall not affect suits com- 

8 menced before the date of the enactment of this Act, and 

9 in all such suits, proceeding shall be had, appeals taken, 

10 and judgments rendered in the same manner and with the 

1 1 same effect as if this Act had not been enacted. 

12 (d) Nonabatement of Actions. — No suit, action, 

13 or other proceeding commenced by or against the Depart- 

14 ment of Commerce or the Secretary of Commerce, or by 

15 or against any individual in the official capacity of such 

16 individual as an officer or employee of an office trans- 

17 ferred by this Act, shall abate by reason of the enactment 

18 of this Act. 

19 (e) Continuance op Suits. — I f any officer of the 

20 Department of Commerce or the Commerce Programs 

21 Resolution Agency in the official capacity of such officer 

22 is party to a suit with respect to a function of the officer, 

23 and under this Act such function is transferred to any 

24 other officer or office, then such suit shall be continued 
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1 with the other officer or the head of such other office, as 

2 applicable, substituted or added as a party. 

3 SEC. 304. TRANSFER OF ASSETS. 

4 Except as otherwise provided in this Act, so much 

5 of the personnel, property, records, and unexpended bal- 

6 ances of appropriations, allocations, and other funds em- 

7 ployed, used, held, available, or to be made available in 

8 connection with a function transferred to an official or 

9 agency by this Act shall be available to the official or the 

10 head of that agency, respectively, at such time or times 

11 as the Director of the Office of Management and Budget 

12 directs for use in connection with the functions trans- 

13 ferred. 

1 4 SEC. 305. DELEGATION AND ASSIGNMENT. 

15 Except as otherwise expressly prohibited by law or 

16 otherwise provided in this Act, an official to whom func- 

17 tions are transferred under this Act (including the head 

18 of any office to which functions are transferred under this 

19 Act) may delegate any of the functions so transferred to 

20 such officers and employees of the office of the official as 

21 the official may designate, and may authorize successive 

22 redelegations of such functions as may be necessary or ap- 

23 propriate. No delegation of functions under this section 

24 or under any other provision of this Act shall relieve the 
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1 official to whom a function is transferred under this Act 

2 of responsibility for the administration of the function. 

3 SEC. 306. AUTHORITY OF ADMINISTRATOR WITH RESPECT 

4 TO FUNCTIONS TRANSFERRED. 

5 (a) Determinations. — If necessary, the Adminis- 

6 trator shall make any determination of the functions that 

7 are transferred under this Act. 

8 (b) Incidental Transfers. — T he Administrator, 

9 at such time or times as the Administrator shall provide, 

10 may make such determinations as may be necessary with 

11 regard to the functions transferred by this Act, and to 

12 make such additional incidental dispositions of personnel, 

13 assets, liabilities, grants, contracts, property, records, and 

14 unexpended balances of appropriations, authorizations, al- 

15 locations, and other funds held, used, arising from, avail- 

16 able to, or to be made available in connection With such 

17 functions, as may be necessary to carry out the provisions 

18 of this Act. The Administrator shall provide for the termi- 

19 nation of the affairs of all entities terminated by this Act 

20 and for such further measures and dispositions as may 

21 be necessary to effectuate the purposes of this Act. 

22 SEC. 307. PROPOSED CHANGES IN LAW. 

23 Not later than one year after the date of the enact- 

24 ment of this Act, the Director of the Office of Manage- 

25 ment and Budget shall submit to the Congress a descrip- 
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1 tion of any changes in Federal law necessary to reflect 

2 abolishments, transfers, terminations, and disposals under 

3 this Act. 

4 SEC. 308. CERTAIN VESTING OF FUNCTIONS CONSIDERED 

5 TRANSFERS. 

6 For purposes of this Act, the vesting of a function 

7 in a department or office pursuant to reestablishment of 

8 an office shall be considered to be the transfer of the 

9 function. 

10 SEC. 309. DEFINITIONS. 

11 For purposes of this Act, the following definitions 

12 apply; 

13 (1) Administrator. — The term “Adminis- 

14 trator” means the Administrator of the Commerce 

15 Programs Resolution Agency. 

16 (2) Agency. — The term “Agency” means the 

17 Commerce Programs Resolution Agency. 

18 (3) Function. — The term “function” includes 

19 any duty, obligation, power, authority, responsibility, 

20 right, privilege, activity, or program. 

21 (4) Office. — The term “office” includes any 

22 office, administration, agency, bureau, institute, 

23 council, unit, organizational entity, or component 

24 thereof. 
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1 (5) Wind-up period. — The term “wind-up pe- 

2 riod” means the period beginning on the effective 

3 date specified in section 109(a) and ending on the 

4 termination date specified in section 106(d). 

5 SEC. 310. LIMITATION ON ANNUAL EXPENDITURES FOR 

6 CONTINUED FUNCTIONS. 

7 The amount expended by the United States each fis- 

8 cal year for performance of a function which immediately 

9 before the effective date of this section was authorized to 
10 be performed by an agency, officer, or employee of the De- 
ll partment of Commerce may not exceed 75 percent of the 

12 total amount expended by the United States for perform- 

13 anee of that function during fiscal year 1994. 

O 
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Mr. Clinger. Thank you very much, Mr. Chairman. And I would 
like to, first of all, commend you for scheduling this hearing on the 
dismantling of the Commerce Department. This morning’s hearing 
obviously Mcks off a very busy schedule that Congress will spend 
meeting its commitment to make government smaller and hope- 
fully more responsive to the American people. 

Qur efforts in Congress, it should be noted at the outset, go way 
beyond strea m li ni n g executive departments and agencies, such as 
what is being proposed in the National Performance Review efforts 
of the Vice President. We are engaged in a radical restructuring of 
our institutions that will take us into the next century. It is critical 
that we refocus government on those essential functions that it 
must perform and reconsider whether government should be in- 
volved in any activity if it cannot do it well. We have all experi- 
enced the frustration of wading through reams of inefficient, 
unhelpful bureaucracy, a sign of a government that is too big and 
doing far too many things. 

The Department of Commerce is one bureaucracy that is just not 
necessary, in my view. The functions of the Department overlap 
with 71 agencies. The Department has 6 Undersecretaries, 12 As- 
sistant Secretaries, 6 bureau or agency Directors, 10 offices as part 
of the Office of the Secretary, and these are just the top layers of 
management that appear in the Department’s basic organizational 
chart. In fact, the number of occupants in the top jobs at Commerce 
increased from 29 in 1960 to 217 in 1992. Do we really need all 
of these positions? And I say this as a former employee of the De- 
partment of Commerce. I was appalled to discover when I worked 
there that every morning more people go to work in the main Com- 
merce building downtown than live in my hometown. 

True, there are vital functions performed by the Department in- 
volving trade, weather services, statistical information; and we do 
not intend to eliminate any essential components. But I believe any 
of these functions can be performed just as well or better elsewhere 
in the Federal Government, in the private sector, or at the State 
and local levels. And those functions that are not necessary can 
and should be terminated. 

Few people, frankly, have come knocking on my door to argue in 
favor of keeping the Department of Commerce intact. Those that 
have, almost without exception, are concerned that without the De- 
partment they will lose a trade advocate that has been a very im- 
portant part of American overseas commerce. 

Let’s set the record straight on trade. It is roughly 6 percent of 
the Department of Commerce budget, and 60 percent of the De- 
partment has nothing to do with trade. It is devoted to the Na- 
tional Oceanic and Atmospheric Administration. Congress fully in- 
tends to maintain and even enhance the important trade functions 
that help our businesses overseas, but believe me, we do not need 
a Department of Commerce to do it. 

Let me also respond to those that ask, where are the savings? 
Cutting just for the sake of saving dollars is not our objective, and 
I want to make that very clear. That certainly will be an adjunct 
of what we try to do, but it is not our objective. Our goal is to im- 
prove government activity where it is necessary, refocus govern- 
ment efforts where they Eire misdirected, and get government out 
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of activities in which it does not belong. Cost savings will be en- 
joyed as a derivative benefit but not our only goal, and we believe 
dismantling the Department of Commerce is a good place to start 
the government on a path of fiscal responsibility. 

Finally, let me note that a Department truly committed to serv- 
ing American business would be advocating fewer regulations, 
lower taxes, litigation reform and a host of other measures. The 
Department of Commerce has been notably and persistently silent 
in these areas. So while one may conclude the Department is a 
trade advocate, it most certainly has not been an advocate for 
American business. 

So, Mr. Chairman, I look forward to the testimony that will be 
offered this morning; and I welcome all of the witnesses to the 
hearing. Thank you. 

Mr. Horn. Thank you very much, Mr. Chairman. 

I am next going to call on the distinguished chairman of the Sub- 
committee on Civil Service, which we have asked to represent that 
committee with us this morning since there are some personnel is- 
sues involved. The gentleman from Florida, Mr. Mica. 

Mr. Mica. Thank you, Mr. Chairman. 

I will just take a moment to, first of all, congratulate you again 
on holding these hearings. I think that you have undertaken an im- 
portant responsibility in seeing that as we dismantle one of the de- 
partments of our Federal Government and that we do so in an or- 
derly fashion and that we carefully consider what functions of this 
agency in fact are necessary and are truly governmental and what 
functions can be done more efficiently, more cost effectively by the 
private sector. 

One of my major concerns, as you know and other Members of 
the House loiow, has been that we do preserve the important trade 
functions and trade assistance promotion programs, some that have 
been conducted by Congress in the past. Unfortunately, most of our 
trade effort at the Federal level is a disorganized, disjointed mess 
and needs to be brought together in a coherent, coordinated and 
consolidated fashion. 

I am hoping that you can sort through this morass and that we 
can do a better job with less in this consolidation and reorganiza- 
tion effort. 

Again, I salute you, Mr. Chairman, also Mr. Chrysler for his 
leadership in this issue and yield back. 

Mr. Horn. Thank you very much. 

I am now delighted to call on the ranking minority member of 
the full Committee on Government Reform and Oversight, Mrs. 
Collins. 

Mrs. Collins. Thank you very much, Mr. Chairman. 

I would like to welcome Secretary Brown, who will be joining us 
shortly. During his tenure Secretary Brown has earned widespread 
support from the business community for his tireless efforts on be- 
half of American business and jobs throughout the world. 

The Department of Commerce has been in business for over 80 
years, and during those 80 years the public has been well served 
by the men and women who labor there. Under Secretary Brown’s 
leadership, the Department has been exemplary in promoting 
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American business interests overseas and protecting American 
businesses, large and small, from unfair competition. 

President Clinton and Secretary Brown have led the Department 
of Commerce in helping American business incorporate the latest 
technologies to make them more productive. Thanks to the Com- 
merce Department, American businesses are able to compete with 
foreign corporations that are much more heavily subsidized by 
their government. 

In 1994 alone, the Commerce Department went to bat for U.S. 
firms and was instrumental in getting foreign governments and 
other foreign purchasers to buy U.S. goods and services totaling 
$40 billion. The U.S. export content of these sales amounted to 
$24.6 billion, providing jobs for approximately 300,000 American 
workers. 

For example, the president of Amex Inc., an export management 
firm in Minneapolis, said, “Without the Department, this business 
would not have existed or, at best, existed in a much smaller form.” 
That was a quote. Over the past 10 years, Amex has grown to be- 
come a $50 million a year business. 

The chairman and the CEO of Ra^^heon said the Commerce De- 
partment’s help was, “decisive,” in his company’s successful bid for 
a $1.4 billion contract from the Government of Brazil for the con- 
struction of the Amazon Surveillance System. It is highly unlikely 
that a sub-Cabinet level trade agency acting on Raytheon’s behalf 
would have gotten the same response from the Government of 
Brazil. 

The chief financial officer of Polaroid said the Secretary of Com- 
merce’s efforts, “were key to our success in gaining access to the 
Indian market.” 

According to the export council of my State of Illinois, small- and 
medium-sized businesses benefit even more than big business from 
the Commerce Department’s export promotion activities because, 
“Smaller businesses cannot afford to conduct extensive market re- 
search overseas or to hire consultants.” 

The Commerce Department gets more than 1,000 calls and faxes 
a day from small- and medium-sized businesses asking for advice 
on exporting. Small business accounted for 90 percent of the more 
than 60,000 counseling sessions the Department held with firms 
throughout the United States in 1994. 

Now, given all of this, it surprises me that we are sitting here 
talking about abolishing the Department. Apparently those who 
support dismantling the Department would prefer a symbolic tro- 
phy of cost cutting even at the expense of American jobs. 

Let me just talk briefly about some of the harm that would be 
done if Republicans have their way. This is not an exhaustive list. 
These are just some of the most dramatic examples. 

The Minority Business Development Agency was created in the 
Department of Commerce to provide the technical assistance nec- 
essary for fledgling minority-owned businesses to compete in do- 
mestic and intemationad markets. Under Secretary Brown’s leader- 
ship, the agency has made great strides in this mission, but there 
is a long way to go. Minorities make up 25 percent of the U.S. pop- 
ulation but only 9 percent of the business owners. 
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The Minority Business Development Agency provides a much- 
needed boost to American competitiveness and should be encour- 
aged. Speaker Gingrich recently commented on the importance of 
increasing minority participation in business, just what MBDA is 
there for. 

A former Republican Secretary of Commerce has stated that 
MBDA has been a critically important factor in establishing and 
expanding minority businesses around the country. This will all 
stop if this measure goes through. 

The Economic Development Authority has a long history of help- 
ing communities in the face of economic and natural disasters. 
That too will stop if the Republicans have their way. 

In Oregon, EDA funds converted a timber mill into an industrial 
park that resulted in 200 new jobs for the area. 

In Kentucky, EDA funds provided- the water system that allowed 
Monticello Industries to expand and create 270 new jobs. 

In Texas, EDA funds helped create nearly 900 jobs after Fort 
Hood was closed. 

EDA funds helped southern Florida recover from Hurricane An- 
drew. 

If the Commerce Department is abolished, the United States will 
be the only major economy in the world without a ministerial level 
official representing business interests. 

American business and American workers are the most competi- 
tive in the world. They deserve better than that. They deserve a 
government that gives the highest priorities to fighting for their in- 
terests in the domestic and the world marketplace. 

Thank you, Mr. Chairman. 

Mr. Horn. Thank you very much, Mrs. Collins. 

Now I would like to yield to the gentleman from New Hampshire, 
Mr. Bass, for an opening statement. 

Mr. Bass. Themk you very much, Mr. Chairman; and I want to 
join my colleagues in expressing our appreciation for your timely 
scheduling of these meetings. 

And as Chairman Clinger mentioned, this is going to be a par- 
ticularly busy time in Congress; but I feel, as a cosponsor of H.R. 
1756, that this is a timely hearing. It is a hearing that is critical 
to the process that we began earlier this year on downsizing the 
Federal Government, making it mPre efficient and taking bold 
steps to make substeuitive, fundamental changes to government 
and Washington. 

I also want to commend Congressman Chrysler who has led our 
freshmen task force, in establishing — creating this piece of legisla- 
tion. It is the result of an enormous amount of work on his part. 
I feel that we are going to be successful in this effort, not to make 
government leaner and meaner but to fundamentally restructure 
the government, the Department of Commerce emd maybe other de- 
partments later on in this session, in this Congress. 

H.R. 1756, the Department of Commerce Dismantling Act, ac- 
cording to the Congressional Budget Office may save taxpayers as 
much as $7.7 billion over 5 years. That is not insignificant. As 
Chairman Clinger said earlier in his opening statement, the De- 
partment of Commerce is an agency technically designed to assist 
Commerce and business in this country. 
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It is odd, however, that I have yet to receive any significEint 
amount of mail from anybody in my constituency or in my district 
or an3nvhere else from people who say they can’t live without the 
Department of Commerce. The fact of the matter is that indeed the 
Federal Govenunent has a role to play in promoting foreign trade, 
in promoting business expansion, economic development and so 
forth, but that doesn’t need to be done in a Department that con- 
sists of 100 or so loosely connected programs that are somewhat 
interrelated, but even that is questionable. 

So I am hopeful that we will be able to move forward in this 
hearing to move this piece of legislation out of this subcommittee 
and do it in such a fashion so that we will truly move to restruc- 
ture the Federal Government and begin with the Department of 
Commerce. 

And I yield back to the Chairman. Thank you. 

Mr. Horn. Thank you very much. 

[The prepared statement of Hon. Charles F. Bass follows:] 
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OPENING STATEMENT 
REP. CHARLES BASS 

HOUSE GOVERNMENT REFORM & OVERSIGHT COMMITTEE 
SUBCOMMITTEE ON GOVERNMENT MANAGEMENT, INFORMATION 

& TECHNOLOGY 

HEARING ON H.R. 1756, "DEPARTMENT OF 
COMMERCE DISMANTLING ACT" 


Thank you, Mr. Chairman, for holding this hearing, which in years past would have 
never happened. Now, we have an opportunity to fully debate and discuss the new 
ideas brought about by the elections of November 1994. 

I am proud to say that I am a cosponsor of H.R. 1756, the "Department of 
Commerce Dismantling Act" As we have noted, this legislation would save 
American taxpayers 7.7 billion dollars over flve years. 

I truly doubt that most people can pinpoint exactly what the Commerce Department 
really does. What we freshmen have done is examine that question, and the answer 
is, we can eliminate the Commerce Department as part of our effort to reduce the 
size of the Federal government 
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PAGE TWO REP. BASS/OPENING STATEMENT 

This legislation was not put together haphazardly. Our task force put forth a 
detailed, thought-out plan that asked three important questions of every agency 
within the Department of Commerce: 

■ Is this a necessary program? 

■ If this is a necessary program, is this a task the government should be involved 
with, or is this a better job for the private sector? 

■ If this is a program the government should be involved with, are we currently 
doing the job in the most efficient and effective way? 

Last November we heard the message loud and clear: government needs to live 
within its means. The Commerce Department should not be exempt I would 
challenge those who say that this whole effort is nothing but a partisan gimmick by 
congressional Republicans. 

The Commerce Department's own Inspector General calls the agency, quote, "a 
loose collectioa of more than 100 programs.” The General Accounting Office 
(GAO) goes even further, reporting that the Department of Commerce "faces the 
most complex web of divided autborities” sharing its "missions with at least 71 
federal departments, agencies, and oDices." 

A May 11th Wall Street Journal article noted, "Business Sheds Few Tears" over 
calb for the Department's elimination. The article goes on to say, quote, "and even 
some Clinton Adminbtration allies appear hard-pressed to defend thb bureaucracy. 
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PAGES REP. BASS/OPENING STATEMENT 

Asked if Commerce should get the ax, C. Fred Bergsten, director of the Institute for 
International Economics, replies, 'I don't think too much would he lost'" 

As I said, we are not being haphazard with this bilL We will save the operations of 
the Census Bureau, the Patents and Trademarks office, and the Bureau of Weights 
and Measures, because of the unique functions that they perform. 

But overall, we are seeking positive and constructive changes that are customer- 
based and that reflect the true needs of the American taxpayers. We cannot simply 
continue to spend money we do not have. 

Most importantly, we owe it to our children and our children's children to work 
diligently to reduee the size of government and wipe out the fiscal burden that is 
already on their backs. ^ 

Thank you, Mr. Chairman, for the time to outline my views on this very important 
legislation. 


### 
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Mr. Horn. I now yield to the gentleman from South Carolina, 
Mr. Spratt. 

Mr. Spratt. Mr. Chairman, I would like to join our committee 
ranking member on emphatically opposing this particular piece of 
legislation. 

This majority party has made one of the touchstones of its first 
tenure, or first year of tenure in the majority, cost-benefit analysis. 
And I think it is in order to do some rigorous cost-benefit analysis 
and to ask, frankly, what are the costs and what are the benefits. 
And let’s not exclude disruption costs, the cost of taking a working, 
functional agency of the Federal Government, dismembering it into 
many pieces and scattering them around the Federal Government 
and I think creating a lot of bad marriages. 

I can testify from personal experience that, taking the Office of 
Textiles and Apparel, that directiy affects me and so I know some- 
thing about it, and transferring its functions basically to the Inter- 
national Trade Commission is an absolute nonstarter. It won’t 
work. 

And don’t take my word for it. Take the word of Fred Dent, Sec- 
retary of Commerce under the Nixon administration, who has writ- 
ten a letter — I don’t have it today, but I would like to request 
unanimous consent to put it in the record when I obtain a copy of 
it 

Mr. Horn. Without objection, so ordered. 

[The letter referred to follows:] 



72 





ILLS. INC. 


toaa tiAYNS OTRarr, arcadia. a.o. easso-eeso 


mSOCHCK a. DENT 


■liv 22 , 1 NB 


FAX 


Tlw Hononbto Bob kgis 

12Sr LoagvNirth Houm OSm Building 

WtahU^lan, DC aotM 

OnarBeb: 


On pagt M orifen Budgnt ConaKlM^ Ragwt on Ihn Budget It bMm "AH 
fUneflano of flw MBh of TmIIo Mid Agfunl vdlliln Bw IniMiMlIanal Tlnds 
AdniBilMMBooo Mdug BooiidlnaiolB >Mn« l nn ilTnidoCoi wn lw l on,tlie 
Cuotooi B Mv l Dn, UTR, gtSi n eg i f ln ii l or Bio Libor Dopoitmont, and ohoidd 


Thin In a poiMtf^ ImoBnnM otitM— il to MMeb I can aittot tam 
o n poriwioa. ThoaflkaafTHMoMidAppMBlIollioaalaanlilir iiiMeh has 
niaiifiniBiBBy fbr athnInMMtog Bm IS ysar phaso out of Bio OATT Long^sm 
TaatBo Mid Apgowl AgmiWMlt. INo taHlIoii Is muidalid by ths OATT 
AgrsoMMit oonllnoid in OaoMnbar IMt by tho IL BL Conginas. 

Hm IniHiiaBaool Dads ConnlMlen is nsponsflila far adiudicallna 
IntsfflsHonallmdsooMglcinfa. HisCiisioini BawlosesmssoidBie 
rsijiuiisBdMss of oortioiBgi fengoifa fats iMs eounliy. Tbs UBTR'S fanoBon is 
to nign^ tniifa hwimmiH sdUi lowl^ osunMss. Tbs ttsia Dsgaitnanfs 
rsipniMlhlHy isistos to Bm iHglMsmB nblgslfans of our countiy and Bis Labor 
DspartoHoifa isagoosMBfas lafato to Bn U. S. wmfc fens. 

lllsnsgsBtfliatthataHBaasofihoOfllssDfTsKttsaiidAppambociiiK 
BnusddurlngBislOjaargltoMeutofBisQATTUTA. I isgo you to eonsot Bils 
faseeuratoeSMBSof asBso. VMneRaetod,ltsMboofgisoldolitoianttoBis 
Amariean toaflfa and cggsMl tnrinn as mil as Bn fadusbisB. 

inolifaiiByi I latdiwtond Butt Bds tnaseunny ms fasartsd fa Bn nport at 
tho balisst of a isbb^ far sns of Bn mslM bnpmBng rafaUsis In Bn U, 8. 


K-98X 


PAK ( 00 » sr 6 ' 0741 



73 


Tha HOMmU* Bob Inglta 
piig*2 

I eemiiMiid you aad tt* ottMT oMBilMm of Dm ludoat CominlttM for tha 
proppaal tor aeMairtiig a baknead budgat In 2002, but inga <hat thaaa deeWena 
ba mada on a aound, aoauiati baaia. 

WMi baatmlabai, I laawhi 


Olnatnly youia. 




bs 



74 


Mr. Spratt [continuing]. Thoroughly denouncing it and focusing 
specifically on the functions of OTEXA. 

We have said to the textile and apparel industry, you are going 
to have to face full and open trade from countries like Bangladesh 
and Pakistan and India and China, where wages and work stand- 
ards don’t even come within a fraction of ours. But in return for 
that, we are going to attempt to obtain for you market access in 
these markets arotmd the world for American-made yam and 
American-made fibers so that maybe we can sell them the yam and 
the fiber if we can’t sell them the finished end product. 

In order to fulfill that promise to 2 million American workers in 
a substantial American industry, you need some agency of the gov- 
ernment to do it. This agreement, as to textiles alone — and that is 
just a small part of it — breaks faith with a fundamental obligation 
that this government has made through the GATT and through 
other representations of this industry and these workers to open up 
market access; and the cavaher way in which extremely important 
data collection and anal 3 rtical functions are taken and given to an 
agency that has no responsibility, no real experience in handling 
this, particularly in an advocacy m ann er, is just shocking. 

And as you look down the fist, other questions are raised along 
similar lines. For example, give mapping to the Defense Depart- 
ment. Isn’t there a difference between military mapping and do- 
mestic mapping? And since when did the Department of Defense 
become a paragon of efficiency? Why are we going to get more effi- 
ciency by assigning this responsibility to the DOD than allowing it 
to remain at Commerce? 

Giving patents to Justice. Do we want to make Justice the house 
counsel of the Federal Government, a routine administrative office 
that oversees the administration of patents, and give the Bureau 
of Export Control over to the State Department? 

I have been through the debate on this floor — ^floor of this House, 
having served here for 14 years nearly, when your side in particu- 
lar, Mr. Chairman, was most insistent that we needed someone like 
the Department of Defense. We couldn’t give this to State because 
State wouldn’t be vigilant in the export administration and seeing 
that things that might be harmful to our economy might slip into 
other hands. 

I just think there are a lot of mismatches and a lot of bad mar- 
riages. I oppose the dismemberment of the Department, question 
the costs that will be saved, but I also oppose a lot of the arranged 
marriages that deal with the remaining pieces of it. And so I am 
pleased that our committee will have a hearing this morning, and 
I look forward to participating in it. 

Thank you, Mr. Chainnan. 

Mr. Horn. I thank the gentleman. 

Now yield to the gentleman from Virginia, Mr. Davis. 

Mr. Davis. Thank you very much, Mr. Chairman. I will be very 
brief. 

I think our goal here today should not be to just abolish agencies 
just to put a trophy on the mantel. I think generally abolishing a 
department doesn’t necessarily save money imless you take a look 
at the individual functions of that agency and start looking at how 
to streamline that or abolish those. 
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Our goal basically is to save taxpayers’ money and bring them 
the best cost-effective government that we can bring. If that means 
reorganization, abolislung departments, so be it, but that is our 
goal, whether you end up abolishing, adding dep^ments or what- 
ever. 

Downsizing in this government is necessary, it is long overdue, 
and it is going to happen. We need to ensure it is being done 
smartly and with deliberation and with an eye toward the bottom 
line. 

I look forward to today’s hearing, to hear what the testimony is 
from some of the various sides of this matter. Can, in fact, the role 
of the Department’s various agencies better be fulfilled, their mis- 
sions be better fulfilled under a reorganization, by moving them out 
into other areas where they might be more efficient or not? 

We also need to be sensitive to the fact that it is the nature of 
bureaucracies to defend their own organization’s existence and 
some of the rhetoric I have seen here I think really overstates the 
case for abolishing this Department. 

I appreciate Mr. Chrysler’s efforts to date. I am not sure I am 
in totjd agreement with everything you have done here, but you 
put a lot of work into it and a lot of thought for this committee. 

I look forward to hearing from Secretary Brown as well, and I 
think we are going to give these matters very serious consideration. 

Thank you, Mr. Chairman. 

Mr. Horn. I thank the gentleman. 

Mr. Horn. And seeing no others to make opening statements, I 
am delighted to call on our colleague, Mr. Chrysler of Michigan, for 
his opening statement. 

Our general rule in the committee is to limit opening statements 
to 5 minutes, to summarize them. Your full statement will be in 
the record, as will all witnesses after introduction, so we can have 
the time for questions. And I understand you might have to be in 
another conunittee by 10 o’clock. So the gentleman from Michigan. 

STATEMENT OF HON. DICK CHRYSLER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MICHIGAN 

Mr. Chrysler. Thank you, Mr. Horn and the members of the 
committee. Thank you for the opportunity to appear today to con- 
tinue our discussion on the dismantling of the Department of Com- 
merce. I would like to begin by thanking my colleagues who have 
spent coimtless hours studying the Department and drafting the 
dismantling plan we are here to discuss. 

Mr. Chairman, the November elections were a clear call for a 
smaller and more focused Federal Government. The freshman 
class, joined by a number of our more senior colleagues, seized 
upon this mandate by proposing the elimination of four Cabinet 
agencies. While the Commerce Department is the focus of this 
year’s downsizing effort, I am hopeful that the Congress will see to 
the other departments next year. 

And in fa^, if the Department of Commerce was, in fact, a voice 
for business, as some want to portray it, then it would be support- 
ing a balanced budget, capital gains tax, tort reform and regulatory 
reform. And in fact the Department of Commerce is diametrically 
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opposed to edl of those items, which is in fact what the business 
community would like to see most out of their Federal Government. 

After several months of careful study, our task force has put for- 
ward a well-thought-out, responsible program for dismantling the 
Department of Commerce. The plan consolidates the duplicative 
programs, eliminates the unnecessary programs, streamlines the 
beneficial programs and privatizes those programs that can better 
be performed by the private sector. 

Our plan will resiilt in a substantial savings for taxpayers. The 
Congressional Budget Office has indicated that our bill would save 
almost $8 billion over 5 years, a significant down payment on our 
goal of a balanced budget by the year 2002 and a chance for our 
constituents to keep more of what they earn and to save. 

Also, our bill would immediately stop the Commerce Department 
from giving away almost $1 billion of taxpayers’ money each year 
in outright handouts and grants. Grants for the Nation’s industry 
giants, telecommunications demonstration projects and much more 
will end at the date of enactment. And that means if we don’t have 
the Department of Commerce for 50 years, that is $50 billion we 
don’t give away. 

As we begin our historic effort to create what Chairman Clinger 
has called 21st century government, I believe this exercise in dis- 
mantling the Cormnerce Department should be very useful in de- 
signing a blueprint for future downsizing efforts. If we are success- 
ful in dismantling the Department of Commerce this year, it will 
be the first time in history that a Cabinet-level agency has ever 
been dismsmtled. 

With that said, we thought it important to approach this task 
with bold new ideas, yet careful and logical thinking. I believe our 
dismantling plan achieves both those goals. 

H.R. 1756, the Department of Commerce Dismantling Act, is not 
a reckless attempt to slash government programs for the sake of 
cutting government or collecting trophies. The legislation addresses 
each of the Department’s 100 programs with specific and step-by- 
step plans for the future of each. Our dismantling legislation 
achieves the various terminations, transfers and privatization over 
a 3-year windup period, allowing for a full and orderly dismantle- 
ment. 

This entire 3-year process is overseen by an agency we call the 
Commerce Programs Resolution Agency. The role of the Commerce 
Programs Resolution Agency should be seen as that of a caretaker, 
not policymaker. The CPRA is created not to decide the future of 
a Commerce program; our legislation provides the specific blueprint 
for the disposition of each program. Rather, the CPRA is created 
to ensure the blueprint in H.R. 1756 is followed in an orderly and 
efficient manner. 

In any project of this magnitude, many questions will arise as a 
result of the terminations, transfers or privatizations. Our goal was 
to create an agency that retained much of the institutionad knowl- 
edge of the Department and its functions, yet one that could look 
at the dismantling process from a neutral perspective to com- 
petently address these issues. 

It is important to note that the CPRA, as created in the Depart- 
ment of Commerce Dismantlii^ Act, is and should be a temporary 
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institution. I believe the 3-year windup period provided for in H.R. 
1756 is an adequate time period in which to close the Department. 
We allow a 6-month period for the Department to prepare for the 
terminations, transfers or privatization, following wMch we provide 
a 30-month period to ensure these transactions are accomplished 
effectively. 

Mr. Chairman, eliminating an entire department is not some- 
thing that can be accomplished overnight or taken lightly. After all, 
it took decades to build a biu^aucracy of this size. But, neither 
should the process be allowed to drag on for years. The Department 
of Commerce Dismantling Act provides a reasonable, yet decisive 
timetable for this process. 

Mr. Chairman, we are facing an uphill battle in attempting to 
dismantle an entire Cabinet department. I applaud your efforts 
and the efforts of this committee in exploring the ways in which 
we can create a more efficient and effective Federal Government, 
and I look forward to continuing work and relationships on these 
issues. Thank you. 

Mr. Horn. Thank you very much. I think your statement has a 
lot of merit, and I appreciate the work that you and your colleagues 
have done on the task force. 

[The prepared statement of Hon. Dick Chrysler follows:] 
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Mr. Chairman and Members of the Committee, thank you for the opportunity to appear today to 
discuss what our task force has proposed in dismantling the Department of Commerce. 1 would 
like to begin by thanking my colleagues who have spent countless hours studying the Department 
and drafting the dismantling plan we are here to discuss. 

Mr. Chairman, the November elections were a clear call for a smaller and more focused federal 
government The freshman class, joined by a number of our more senior colleagues, seized upon 
this mandate by proposing the elimination of four cabinet agencies. While the Commerce 
Department is the focus of this year’s downsizing efforts, i am hopeful that the Congress will see 
to the other three Departments next year 

After several months of careful study, our task force has put forward a well thought-out. 
responsible program for dismantling the Department of Commerce The plan consolidates the 
duplicative programs, eliminates the unnecessary programs, streamlines the beneficial programs, 
and privatizes those programs better performed by the private sector 

The plan has bi-partisan support and is also endorsed by many former Commerce Department 
officials Additionally, the Department of Commerce was the only cabinet agency to be targeted 
for elimination by both the House and the Senate budget resolutions this year. The leadership in 
both the House and the Senate have indicated their firm commitment to eliminating the Commerce 
Department as part of this year’s budget reconciliation process. 
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Our plan will result in substantial savings for American taxpayers, despite some of the 
unsubstantiated assertions you may hear today. The Congressional Budget Office has indicated 
that our bill would save almost $8 billion over five years - a significant down payment on our goal 
of a balanced budget by 2002. 

Our bill would immediately stop the Commerce Department from giving away almost $ 1 billion of 
taxpayer money each year in outri^t hand-outs. Grants for the nation's industry giants, 
telecommunications demonstration projects, and more will end on the date of enactment 

As we begin our historic efforts to create what Chairman Clinger has called “Twenty-First 
Century Government,” I believe this exercise in dismantling the Commerce Department should be 
very useful in deigning a blueprint for future downsizing efforts 

While the federal government has grown at a tremendous rate over the last several decades, there 
has never been such a m^or effort to dramatically downsize the federal bureaucracy. In fact, if 
we are successful in dismantling the Department of Commerce this year, it will be the first time in 
history that a cabinet-level agency has ever been dismantled 

With that said, we thought it important to approach this daunting task with bold new ideas, yet 
careful and logical thinking. I believe our dismantling plan achieves both those goals 

H R. 1756, the Department of Commerce Dismantling Act, is not a reckless attempt to slash 
government programs for the sake of cutting government. The legislation addresses each of the 
Department’s many programs with specific and step-by-step plans for the future of each. 

Our dismantling legislation achieves the various terminations, transfers, and privatizations over a 
three year wind-up period, allowing for a full and orderly dismantlement This entire three year 
process is overseen by an agency we call the Commerce Programs Resolutions Agency (CPRA), 

The idea to create a resolutions agency to oversee the dismantling process was the product of 
much discussion among members of all four of the agency elimination task forces. 1 believe that 
each of the four plans - those for Commerce, as well as Education. Energy, and Housing and 
Urban Development - uses a variation on the resolutions agency idea. 

We felt it was important to have some authority overseeing the dismantling process for several 
reasons First, this has never been done before Second, hundreds of incidental questions wilt 
arise as a result of following the blueprint laid out in H R 1756. Finally, we felt there must be 
some efficiency to the process, ensuring that vital functions are not disrupted 

Specifically, our legislation downgrades the Department of Commerce from a cabinet-level 
agency to an independent, sub-cabinet entity within the executive branch, the CPRA, on the 
effective date of the legislation, six months following the dale of enactment 
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The CPRA then has two and a half years to ensure that the outstanding affairs of the Department 
are brought to a close. On the termination date, three years from the date of enactment, all 
functions of the CPRA that were not transferred, privatized, or otherwise continued by the 
legislation are abolished. 

Our bill also instructs the General Accounting Office and the President to provide their 
recommendations for winding up the affairs of Department of Commerce as part of this process 

At the head of the CPRA is an Administrator, appointed by the President, with the advice and 
consent of the United States Senate. The Administrator assumes the authority to perform all 
functions that were previously performed by the Department of Commerce, any of its offices, the 
Secretary of Commerce, or any other officer or employee of the Department, before the effective 
date of the legislation, except for those (unctions terminated or transferred by the legislation The 
Administrator is also given the authority to re-organize and re-allocate the resources of the former 
Department to best wind-up these outstanding affairs 

The role of the CPRA should be seen as that of caretaker, not policy maker. The CPRA is 
created not to decide the future of a Commerce program - our legislation provides the specific 
blueprint for the disposition of each program. Rather, the CPRA is created to ensure the blueprint 
in H R. 1756 is followed in an orderly and efficient manner 

I want to emphasize that point it is the Congress that will decide the fate of each of the offices or 
programs within the Department of Commerce. The CPRA should only serve as the facilitator in 
carrying out the instructions of the Congress. 

In any project of this magnitude, hundreds of questions will arise as the result of the terminations, 
transfers, or privatizations. Our goal was to create an agency that retained much of the 
institutional knowledge of the Department and its functions, yet one that could look at the 
dismantling process from a neutral perspective, to competently address these incidental issues. 

The staff of the Department’s Inspector General’s office ha been suggested as a nucleus around 
which to build the CPRA. one that has both the institutional knowledge and the outside 
perspective to adequately oversee the winding-up of affairs. There is no need for the CPRA to 
become a large bureaucracy with many layers and many arms In fact, our legislation specifically 
provides for the appointment of only two positions within the CPRA, the Administrator and the 
Deputy Administrator 

The CPRA should rather be a small cadre of professionals with experience in working with 
Commerce programs, yet sufficiently removed from the politics of the elimination to 
dispassionately deal with the outstanding affairs. Matters that cannot be dealt with at the level of 
the CPRA could be addressed by the Office of Management and Budget 

Some have suggested creating an office within the OMB to address the incidental issues that arise 
when following a Congressional blueprint for the termination of any cabinet department This 
would give the office the clout and the authority to make decisions that will often reach across the 
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jurisdictions of several agencies It would also keep in place a staff of individuals experienced in 
this type of artivnty 

While I would support such a concept. I think il is important to expect that specific deadlines for 
the completion of terminations and transfers be enforced. The advantage to a temporary CPRA is 
that it forces action on outstanding matters: after three years, the agency is abolished. The 
advantages of an office in the OMB may be achieved by uang 0MB as the appellate authority in 
disputed matters that cannot be resolved by the CPRA. 

It is important to note that the CPRA, as created in the Department of Commerce Dismantling 
Act, is and should be a temporary institution. As the dismantling process progresses over the 
three year wind-up period, the staff and resources of the CPRA should diminish as should its 
responsibilities. At the end of the wind-up period, the CPRA should end. as all outstanding affairs 
of the former Department will have been addressed and answered. After three years, there is no 
need to continue a CPRA. 

1 believe the three year wind-up period provided for in H.R 1756 is an adequate time period in 
which to close a Department We allow a six month period for the Department to prepare for the 
terminations, transfers, or privatizations, following which we provide a 30 month period to ensure 
these transactions are accomplished effectively 

Mr Chairman, eliminating an entire Department is not something that can be accomplished 
overnight - after all, it took decades to build a bureaucracy of this size - but neither should the 
process be allowed to drag on for years The Department of Commerce Dismantling Act provides 
a reasonable, yet decisive, timetable for this process. 

Finally, let me comment on some of the other ideas that have been proposed as part of this 
process, specifically the “Government 2000 Commission” proposed by Senator Roth. I am very 
excited about the creation of such a Commission, as it is very compatible with the Twenty First 
Century Government program initiated in the House by Chairman Ciinger. Such a serious look at 
the current state of our federal government, throu^ either method, is long overdue, and I look 
forward to being an active participant with many of the Members here today. 

However. I believe the mission of the Government 2000 Commission and that of the Commerce 
Programs Resolutions Agency are different. Senator Roth and Chairman Ciinger both propose to 
look at the entire federal government to restructure and re-tool an overblown bureaucracy. The 
CPRA is designed to address only incidental issues arising from the elimination of one specific 
department. While I think the two ideas work well together, they are meant for different tasks. 

Mr. Chairman, we are facing an enormous task in attempting to dismantle an entire cabinet 
department. I applaud your efforts and the efforts of this committee in exploring the ways in 
which we can create a more efficient and effective federal government, and 1 look forward to a 
continued working relationship on these issues. 
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Pmatte LoaJk Consdike EimmA 


The Department of Commerce Dismantling Act 

Legislative Summary 


Former Commerce Secretary Robert Mosbacher recently called the Department, "nothing more 
than a hall closet where you throw in everything that you don’t know what do to with." 

The Department of Commerce has evolved into a "a loose collection of more than 100 programs” 
according to the agency's own Inspector General. The General Accounting Office goes further, 
reporting that the Department "faces the most complex web of divided authorities" sharing its 
"missions with at least 71 federal departments, agencies, and offices.” Its bureaucracy is bloated, 
its infiastructure is in disrepair, and more than 60 percent of its resources are dedicated to 
activities completely unrelated to its mission. Former Commerce Department officials recently 
testified before the House Budget Committee that the few unique functions contained in 
Commerce suffer under the multiple tiers of bureaucracy and its 263 political appointees. 

Today's Department of Commerce cannot be "reinvented." Its problems can only be solved if it 
is dismantled. The Deptirtmem of Commerce Dismantling Act was drafted by a House and 
Senate Task Force consisting of Members of Congress, Senators, former Department officials, 
and outside experts, with the following four principles as a guide: 

Those programs deemed unnecessary or wasteful are terminated. 

► Those programs duplicative of other departments or agencies are consolidated. 

• Those programs that serve a valid purpose are transferred to more appropriate 
agencies. 

» Those programs which can be better performed outside the government will be 
privatized. 
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Following is a brief agency-by-agency description of the legislation. The temtinations, transfers 
and consolidations are to be completed over a thirty-six month period under the direction of a 
temporary Commerce Programs Resolution Agency. The savings indicated are preliminary 
Congressional Budget OfSce figures over five years. 

Administrative Functions 

The Office of the Secretary, General Counsel, Inspector General, and other administrative 
functions are terminated. 

Estimated Savings: S2S0 million 

Economic Development Administration 

The EDA provides grants and assistance to loosely-defined 'economically depressed' regions. 
EDA's functions are di^rlicated by numerous other federal agencies including the Departments of 
Agriculture, HUD, and Interior, the Small Business Administration, the Tennessee Valley 
Authority and the Appalachian Regional Commission. The parochial nature of the program often 
targets EDA grants to locations with healthy economies which do not need federal assistance. 

The EDA is terminated and its grant programs eliminated, transferring outstanding obligations to 
the Treasury Department for management or sale. 

Estimated Savings: S 1 . 1 39 billion 

Minority Business Developmem Agency 

Although MBDA has spent hundreds of millions on management assistance - not capital 
assistance, since 1 971, the program has never been formally authorized by Congress. The 
MBDA's stated mission, to help minority-owned businesses get government contracts, is 
duplicated by such agencies and programs as the Small Business Administration and its failed 
8(a) loan program, and Small Business Development Centers, along with the private sector. The 
MBDA would be terminated and its 98 field offices closed. 

Estimated Savings: SI 83 million 

United States Travel & Tourism Administration 

This Administration seeks to [Romote travel and tourism in the Uttited States through trade fairs 
and other promotional activities. Accortling to the Heritage Foundation, 'the agency often works 
with private sector organizations, including the Travel Industry Association of America, to 
organize events such as the "Discover America Pow Wow" or the 'Pow Wow Europe.' There is no 
justification for federal involvement in such promotional activities of a commercial nature." 
Because ftmctions such as these are already extensively addressed by states, localities, public 
sector organizations, and the private sector, the USTTA is immediately terminated. 


Estimated Savings: S7S million 
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Technology Administration 

The Technology Administration currently works with industry to promote the use and 
development of new technology. Because government in general, and the federal government in 
particular. Is poorly equipped to "pick winners and losers" in the marketplace - frequently 
allowing political criteria rather than market criteria determine the choice - this agency is 
terminated, including the Offices of Technology Policy, Technology Commercialization, and 
Technology Evaluation and Assessment. 

The Industrial Technology Service programs, including the Advanced Technology Program 
(ATP) and the Manufacturing Extension Partnerships, are terminated; these programs are often 
cited as prime examples of corporate welfare, wherein the federal government invests in applied 
research programs which should be conducted in the private sector. 

The weights and measures functions of the National Institute for Standards & Technology would 
be transferred to the National Science Foundation. The National Technical Information Service, 
a clearinghouse for technical government information, would be privatized. 

Estimated Savings: $1,872 billion 

National Telecommunications and Information Administration 

The NTIA, an advisory body on national telecommunications policy, would be terminated, 
including its grant programs. Federal spectrum management functions would be transferred to 
the Federal Communications Commission. 

Estimated Savings; $3 1 5 million 

Patent & Trademark Office 

Providing for patents and trademarks is a Constitutionally-mandated goverrrment function. Our 
proposal would transfer this office to the Justice Department, requiring the PTO to be supported 
completely through fee collection. 

Estimated Savings: $375 million 

Economic & Statistics Administration 

The Bureau of the Census, another Constitutionally-mandated function, is trattsferred to the 
Treasury Department. Select General Accounting Office recommendations for savings at the 
Bureau would be implemented. The Bureau of Economic Analysis is transferred to the Federal 
Reserve System to ensure the integrity of data. The superfluous ESA bureaucracy would be 
eliminated. 


Estimated Savings: $827 million 
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National Oceanic & Atmospheric Administration 

While the activities of NOAA are only tangentially related to the promotion of commerce, it 
makes up over 40% of the Department of Commerce budget. The individual functions of this 
agency would be sent to more appropriate agencies or departments: 

National Marine Fisheries Service - The enforcement functions of this agency would be 
transferred to the Coast Guard, white the scientific functions would be transferred to the 
Fish and Wildlife Service. Seafood inspection would be transferred to the Department of 
Agriculture, which already carries out most food inspection programs. State fishery 
grants and commercial fisheries promotion are terminated. 

National Ocean Service - Geodesy functions are transferred to the U.S. Geological 
Survey. Coastal and water pollution research duplicated by the Environmental Protection 
Agency is terminated. Marine and estuarine sanctuary management would be transferred 
to the Interior Department, wdiich already manages some fisheries. Nautical and 
aeronautical charting is privatized, as the private sector undertakes this activity already. 

National Environmental Satellite, Data & Ittformation Service - The weather satellites of 
this agency are transferred to the National Weather Service to consolidate these functions, 
while the NESDIS data centers would be privatized. 

Office of Oceanic Ac Atmospheric Research - Because many of its activities are 
duplicative of other federal agencies or could be better served by the private sector, this 
office is terminated. The labs which could operate in the private sector will be sold and 
the remaining labs will be transferred to the Interior Department. 

NOAA Corps - The NOAA Corps is terminated and its vessels sold to the private sector. 
Services can be obtained in the private sector and its fleet is in disrepair. 

Estimated Savings: S2.338 billion 


Bureau of Export Administration 

The BXA is one of several agencies responsible for monitoring U.S. exports that may , 
compromise national security. Because this function remains important to the country, our 
legislation would reassign these functions as follows: 

Export Licensing Functions transferred to the State Department - The determination of 
export controls would be transferred to the State Department, where some licensing 
functions are already performed. The United States Trade Representative would advise 
the State Department in disputed cases. 
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Export Enforcement Functions transferred to Customs Service - The Customs Service, 
which aheady has the staff, expertise, and facilities, would enforce the export licensing 
determined by the State Department. 

Estimated Savings: $91 million 

International Trade Administration 

The Department of Commerce claims to be the lead in trade promotion, but actually plays a 
small part. Five percent of Commerce's budget is dedicated to trade promotion, and it comprises 
only 8 percent of total federal spending on trade promotion. The ITA is the primary trade agency 
within the Department of Commerce. Our legislation would transfer the offices of the ITA to 
agencies where their functions may be better performed; 

Import Administration transferred to the Office of the United States Trade Representative 
- The USTR, which already plays a role in this area, would make determinations of unfair 
trade practices. 

U.S. and Foreign Commercial Service transferred to the Office of the United States Trade 
Representative - The domestic component of USFCS is terminated, and the foreign 
component would be transferred to the Office of the United States Trade Representative, 
which already takes the lead in trade policy. 

International Economic Policy terminated - This office would be terminated, and these 
functions would continue to be carried out by the USTR. 

Trade Development Functions terminated - The functions of this office would be 
terminated and replaced with a series of Industry Advisory Boards, composed of 
representatives from the private sector to provide advice to policy makers, at no cost to 
the federal government. 

Estimated Savings; $294 million 


TOTAL SAVINGS 

OVER FIVE YEARS: $7,765 Billion 
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Mr. Horn. We are going to operate under the 5-minute rule for 
questions, and we will continue the rounds until the time is ex- 
pired, roughly at 10 o’clock when the Secretary of Commerce is ex- 
pected. 

Let me ask you. You point out that each of the four departments 
that the freshman group has talked about eliminating uses a vari- 
ation of the resolution agency idea. Instead of creating a separate 
agency for each of the departments that you are talking about, 
woul(hi’t it make sense to have a single governmental unit, perhaps 
in the Office of Management and Budget, that has experience in 
dismantling and can use what they have learned from one disman- 
tling to another to be the continuity and provide the sort of institu- 
tional culture and history as to how best to dismantle a depart- 
ment? 

Mr. Chrysler. I think that is an excellent suggestion, Mr. Horn, 
and certainly this sub-level Cabinet agency that we are talking 
about to oversee the dismantling of the Commerce Department 
could become the blueprint to be used to dismantle other Govern- 
ment agencies, such as Education, Energy, HUD and Labor. 

Mr. Horn. Is Labor one of the ones you have targeted also? 

Mr. Chrysler. It is one of them that have been suggested in 
these discussions, yes. 

Mr. Horn. There is a proposal by our colleague, Mr. Gunderson 
of Wisconsin, that would merge Education and Labor into a De- 
partment of Human Resources. Has your task force looked at that 
and taken any position on it? 

Mr. Chrysler. We have looked at it, and we are waiting to see 
more details on it. We have not taken a position on it. 

Mr. Horn. I notice comments were made earlier in some of the 
opening statements, and I happen to agree with them, that I 
haven’t heard a peep from anybody that wants to preserve the De- 
partment of Commerce. What has been your experience — of those 
of you on the task force that have at least received a lot of publicity 
on it, have you received many letters from your constituency or 
elsewhere that this is the most important vehicle known to the gov- 
ernment of United States and should be preserved for posterity? 

Mr. Chrysler. Very, very few. The few that you do get are usu- 
ally in the form of phone calls, and they are concerned about the 
trade portion of this thing. 

The Department of Commerce, less than 4 percent of its budget 
is devoted to trade. My colleague, Mr. Mica, has put forth a pro- 
posal to create an Office of Trade to consolidate the 19 different 
Federal departments of trade into one Trade Department, which 
would put us on a level playing field with all of our trading part- 
ners, such as Canada, France, Germany, Japan, Great Britain, as 
having one consolidated Office of Trade to deal with trade issues; 
and I think that, as a companion bill to H.R. 1756, makes a lot of 
sense. 

Mr. Horn. I note that you would transfer the Patent and Trade- 
mark Office to the Justice Department. That doesn’t particularly 
ring too many bells with me. Now, the Library of Congress has the 
copjnight function. Did you think about the Library of Congress to 
put the Patent and Trademark Office? It seems to me it is just a 
housing function. It nms by itself. 
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Mr. Chrysler. It really does. It is a self-funding agency; and be- 
cause of it being a self-funding agency, being paid for by people 
that pay for patents and trademarks and copyrights, it, in fact, has 
to pay $111 million a year to the Department of Commerce just to 
be in the Department of Commerce, although the Department of 
Commerce only acknowledges receiving $85 million a year. There 
is another $26 million that we are still looking for in there. 

But one agency should not have to pay to another agency tax- 
payers’ money just to exist. And so, even though we have suggested 
where the Patents and Trademark Office should go, it may make 
some sense to even have a freestanding agency rather than having 
it pay a stipend just to exist. 

Mr. Horn. That is all the questions I have at this time. I am now 
going to yield to Mr. Spratt for the minority. 

Mr. Spratt. Mr. Chrysler, as you can understand, coming from 
a region with a lot of automobiles, I am from a region with a lot 
of textile and apparel industry, and its job base is shrinking and 
will shrink more because of deliberate decisions made by the gov- 
ernment in the Uruguay Round and GATT that phases out all 
quotas. 

Among other things, you propose simply to abolish the Commit- 
tee for the Implementation of Textile i^eements. Which inter- 
agency body or which agency of the government then will see to it 
that these agreements are continually monitored and acted upon? 

Mr. Chrysler. Well, one of the things we looked at with each 
one of these programs — ^and there is over 100 programs in the De- 
partment of Commerce — as you know, 71 of the programs are du- 
plicated someplace else within the Federal Government, and one of 
the things that we looked at, we asked ourselves a couple of ques- 
tions: Should the government be in this business. No. 1; and. No. 
2, is this program worth having our children pay for it? And cer- 
tainly that program that you mentioned certainly fell in that cat- 
egory, emd we felt it was duplicated elsewhere in the Federal Gov- 
ernment. 

Mr. Spratt. Where? That is the question I have. Who is going 
to administer textile agreements? 

And, by the way, this body meets sometimes twice a month be- 
cause there is an enormous volume of textile export-imports coming 
into this country, $40 to $50 billion a year, some of which exceed 
quota agreements, some of which our domestic industry is entitled 
to protection from because of surges, and so there are calls for con- 
sultations. It is almost a daily administrative task in seeing to the 
implementation of these particular agreements. They simply are 
not self-executing. 

So if you give any of these functions to the ITC, who is mainly 
an adjudicatory body; and it mziinly sits and waits for somebody to 
come to it and ask it to do something. It is not an advocacy body. 
Its analytical and data collection efforts are not given over to being 
an advocate for other branches of the government. 

I mentioned, by the way, and I would like to ask unanimous con- 
sent to enter in the record a letter to Bob Inglis, Congressman Bob 
Inglis from Frederick B. Dent, chairman of Mayfair Mills, former 
Secretary of the Department of Commerce under the Nixon admin- 
istration, and he says what I have just said. 
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Mr. Horn. Without objection, it will be included in the record. 

Mr. Spratt. He follows up the statement in the Budget Commit- 
tee report proposing the transfer of the Office of Textile and Ap- 
parel over to the ITC, International Trade Commission, and says — 
because he says there are alleged duplications. 

He said, “This is a patently inaccurate statement to which I can 
attest from experience. The Office of Textile and Apparel is the sole 
entity which has responsibility for administering the 10-year 
phaseout of the GATT Long-term Textile and Apparel Agreement.” 
That 10-year phaseout is just beginmng. It has got nearly 10 more 
years to run its coiu*se. “This function is mandated by the GATT 
agreement confirmed in December 1994 by the U.S. Congress. 

‘The ITC is responsible for adjudicating international trade com- 
plaints. The Customs Service carries out the responsibilities of con- 
trolling imports into this country. USTR’s function is to negotiate 
trade agreements. State’s responsibility relates to diplomatic obli- 
gations of our coimtry. 

“It is urgent that the functions of the Office of Textile and Ap- 
parel be continued during the 10-year phaseout.” 

This is a small piece of it, but I — ^as this man attests to, as a 

E rominent Republican, former Secretary, and is well positioned to 
now, you simply haven’t provided for it. And extrapolating from 
that, I think there are probably many other instances here where 
in your haste to do something — ^I understand that your motives are 
sincere, and I don’t question them. I just think that there are a lot 
of significant functions of the government that are going to go 
unmet. 

In this case, this is a commitment by the government to the tex- 
tile and apparel industry for a 10-year phaseout that will just fall 
flat on its face once you abolish the Committee for the Implementa- 
tion of Textile Agreements. 

Mr. Chrysler. Well, certainly, as we already mentioned, less 
than 4 percent of the Commerce Department deals with trade, and 
certainly the area you are mentioning is one of them. You asked 
me where we would put that agency or where it is duplicated. 
There are 19 different Federal agencies that deal with trade. We 
would consolidate those into the Office of Trade, and I guess I 
would just ask, why do we have one agency that negotiates market 
access an d another that pursues those markets? Doesn’t it make 
more sense for both functions to be imder one roof? 

Mr. Spratt. Siu%. Put them under the Commerce Department. 
I am not asking for a separate independent agency to do it, but I 
am asking for an office which has that focus, that expertise, that 
experience, that data base to carry out this function to do it, that 
has read the multi-fiber arrangements, understands the agree- 
ments for textiles and clothing connected with the Uruguay Round 
and GATT, has that expertise; not a bunch of people down there 
at the ITC that don’t have the expertise, experience, data base or 
the mandate and charter to do it. 

Mr. Chrysler. I believe that is what the Office of Trade would 
give us, is people that could not only negotiate market access but 
could £dso piu^ue those markets; and it would put us on a par 
basis with oiu" major trading partners of having one consolidated 
Office of Trade. I think we could do a better job than this country 
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has ever done in trade, we could knock the socks off of any country 
in this world if we got our act together, consolidated — ^there were 
19 different departments — and came up with one very strong, uni- 
fied trading agency that could compete in the global markets that 
certainly we have to compete in. 

Mr. Spratt. But does your bill call for the creation of another 
Cabinet department to absorb the trade administration functions, 
the trade promotion and protection functions of Commerce today, 
the ITA functions? Or is that something that you anticipate will 
happen if the Roth bill or something else moves separately and 
independently? 

Mr. Chrysler. It is a companion bill with H.R. 1756 offered by 
Congressman Mica that will be creating the Office of Trade. 

Mr. Spratt. Thank you, sir. My time is up. 

Mr. Horn. We will get back to the gentleman. You will have the 
closing round here I would say to ‘the gentleman from South Caro- 
lina. 

I now 3 deld to the gentleman from Virginia, Mr. Davis, for ques- 
tions. 

Mr. Davis. Dick, welcome and thank you for your testimony. 

Let me ask you, what functions of the Department of Commerce 
would be abolished or privatized under your proposal? 

Mr. Chrysler. The Economic Development Administration 
would be eliminated. The National Telecommunications and Infor- 
mation Agency would be eliminated. The Minority Business Devel- 
opment Agency would be eliminated. The U.S. Travel and Tourism 
Administration would be eliminated. The Advanced Technology 
Program and other programs that make the Commerce Department 
the golden goose of corporate welfare would be eliminated. And we 
would cut over $2 billion from the National Oceanic and Atmos- 
pheric Administration, preserving the weather side of the National 
Oceanic and Atmospheric Administration but eliminating the other 
side of it. 

Mr. Davis. OK. So those are the departments. What functions? 
There is a difference between asking what departments go and 
what are the functions. What is the Commerce Department doing 
now, if you can tpr to translate for us, that you think they 
shouldn’t be doing in the future? You have talked about the part 
of NOAA. What part of NOAA that they are doing now would they 
not do under this? 

Mr. Chrysler. Certainly the Commerce Department is the gold- 
en goose that laid the corporate welfare egg, as Robert Reich refers 
to it. They give away over a billion dollars each year in outright 
grants and handouts to major corporations around this country, 
certainly they do not need the taxpayers’ money to do that. 

And so when it comes to the National Oceanic and Atmospheric 
Administration, there is the weather side of it and then there is the 
other side of it where they literally have a full fleet of ships, three 
commanders that run those ships. They are uniformed officers. All 
of that can be consolidated certainly within other government agen- 
cies in order to streamline and let the taxpayers get a better bang 
for their buck. 

Mr. Davis. What made you look at the Department of Commerce 
basically as the primary candidate for dismantling? Was it the fact 
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that you have got Census and NOAA and all these dissident groups 
kind of put together imder one umbrella, or what was it? 

Mr. Chrysler. You make a good point, that 60 percent of the De- 
partment of Commerce has very little to do with Commerce, such 
as NOAA, the Census Bureau, Patents and Trademarks, which we 
have already talked about. From my perspective, having been in 
business for 25 years, having created jobs and having done busi- 
ness in over 52 countries aroimd the world and never even having 
to call the Department of Commerce and/or have them call me in 
order to achieve that, I just looked at it from my own personal ex- 
perience Emd then st£uted making some phone calls and talking to 
other people and foimd that the Department of Commerce, in fact, 
really is not the voice for business. The business community would 
like to see a balanced budget and capital gains tax and things that 
could really help them strive and grow and create jobs and put peo- 
ple to work worldwide. 

Mr. Davis. I would just add this. This is my perspective, is you 
take a look globally at how we have become a borderless economy. 
One of the areas where I t hink the United States can excel is in 
high technology across world markets. It seems to me that we want 
to maintain that edge, and maybe under your proposals we are 
going a little further than we need to in terms of cutting programs 
that help us maintain that technological edge in exporting tech- 
nology and the like. I t hink we are willing to listen. 

I applaud you for this. It has been a long time since somebody 
has talked £^ut abolishing an agency. All we do is keep adding 
to the base. If we don’t bMance the budget, if we don’t get this 
whole budget monster xmder control, not just business but every- 
body is going to be eaten up. So I applaud you for that, as I just 
try to sort out in my own mind what the proper role is. I think you 
have given us a lot of food for thought here today, and I thank you 
very much for that. 

Mr. Chrysler. Mr. Davis, if I could just add to that, in the areas 
of technology and development of those ideas, rather than just giv- 
ing away taxpayers’ money, I think our Congress could look at 
some antitrust issues in that particular area which may help com- 
panies band together to develop new technologies for worldwide 
consumption. 

Mr. Davis. OK, thank you very much. 

I yield back, Mr. Chairman. 

Mr. Horn. 1 t hank the gentleman, and I now yield 5 minutes for 
the questions of the distinguished chairman of the Subcommittee 
on Civil Service, Mr. Mica of Florida. 

Mr. Mica. Thank you, Mr. Chairman. 

Mr. Chrysler, I guess they just haven’t gotten it yet, that there 
is going to be a dismantling of one Cabinet-level department. Is 
that correct? Does that seem to be the problem, a little 
miscommunication? 

Mr. Chrysler. With a little help from my friends in Congress, 
I believe that is what is going to happen, Mr. Mica. 

Mr. Mica. It is amazing to come back after almost a month away 
and you get out to the real world where the people are conducting 
business and actually some productive enterprise and you explain 
the proposal that makes so much sense. If you were in business. 
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you would reorganize your organization that was operating ineffi- 
ciently and ineffectively and costs — ^tremendous cost overruns al- 
most instantaneously with a corporate decision, and yet they seem 
to reject the notion that you can reorganize government in any 
fashion. Is that correct? Do you feel the same way? 

Mr. Chrysler. Well, many of us certainly had to look at that in 
our business lives, and I applaud Chairman Clinger for having the 
hearings around the whole United States to listen to business lead- 
ers, successful county executives and Governors and city mayors 
who have, in fact, followed that same path of downsizing, creating 
a more effective and efficient government. 

Mr. Mica. One of the things that I want to point out to the sub- 
committee is that, Mr. Chrysler set sort of the framework for the 
dismantling. And, actually, if you read his bill, it has a great pro- 
posal in here for examining carefully where various functions 
should go and making sure that they are examined to see whether 
they are cost-effective and can be continued as a true governmental 
function, eliminated, transferred or privatized. And so you have in- 
dicated your willingness to be flexible on the disposition of some of 
these current activities; is that correct? 

Mr. Chrysler. That is absolutely correct. I think a good idea is 
always shared with other people that have their input and that be- 
comes a great idea. 

Mr. Mica. And to allay some of Mr. Spratt’s fears, for example, 
I think we have talked about export control and export administra- 
tion. I think you have worked very closely with us to try to see that 
those activities are properly lodged as we dismantle and reorganize 
the Department of Commerce; is that correct? 

Mr. Chrysler. Yes. I have enjoyed certainly working with your- 
self and becoming a cosponsor of your bill to create an Office of 
Trade so that we can create a more efficient trade operation. 

Mr. Mica. One of the other areas that we looked at in your legis- 
lation that we see needs some attention is the domestic Offices for 
Trade Assistance, and the proposal that I put forth does retain 
those. They do serve at this time a useful function. 

I think Mr. Spratt has also raised a couple of questions, looking 
at the positioning of the Textile Office and Mapping Office, Patents 
and Trades. I think all of those things can be closely examined, and 
if we find some better place of positioning them, some more appro- 
priate final disposition, that can also be achieved so that the proc- 
ess is orderly, so that the function, if it is truly governmental, can 
continue. Wouldn’t you agree that can be achieved? 

Mr. Chrysler. Certainly we would ask Mr. Spratt and others on 
the other side of the aisle to join us and help us come up with good, 
creative solutions and ideas that will make this a better agency for 
the people in this country. 

Mr. Mica. What is interesting, if you examine the creation of the 
Department of Commerce, everyone admits to it being a dumping 
^ound for all the various activities over the years, and now this 
is an opportunity to see that the proper functions, governmental 
functions, are retained, others are privatized and others are moved 
to appropriate locations; and I think your bill can help us accom- 
plish that. 
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Mr. Chrysler. Of the 100 programs in the Department of Com- 
merce, 97 of them are either duplicated someplace else in the Fed- 
eral Government and/or in the private sector. 

Mr. Mica. I thank you and yield back. 

Mr. Horn. The gentleman from New Hampshire, Mr. Bass, 5 
minutes for questions. 

Mr. Bass. Thank you very much, Mr. Chairman. 

Representative Chrysler, perhaps I will take the opposite tack of 
Congressman Mica here. It has been suggested that your plan to 
dismantle the Department of Commerce is ineffective and in effect, 
if you will, a shuffling of boxes around an organization chart. Not- 
withstanding the discussion of how much money will be saved, do 
you think that your bill is subject to criticism that this is simply 
a shuffling exercise or is it indeed a transformation of a Federal 
agency, which includes significant downsizing? 

Mr. Chrysler. Well, it certainly does dismantle the Department 
of Commerce. Over 40 percent of the Department of Commerce will 
be eliminated. We will save about $8 billion over 5 years and over 
10,000 employees in the Department of Commerce will be elimi- 
nated. 

Mr. Bass. As you know, I was involved in — at least in a periph- 
eral fashion in the discussions about this bill. I was womdering if 
you could give us some background on how you came up with this 
idea of a temporary Commerce Programs Resolution Agency as a 
way to close down a Cabinet department? I think it would be inter- 
esting for the edification of the committee if you could give us some 
background on that idea. 

Mr. Chrysler. Well, certainly as we looked into dismantling the 
Department of Commerce we felt it was necessary to have a sub- 
level Cabinet agency that could oversee the dismantling process, 
and we do not want that particular agency to become a policy- 
maker. We wanted them to become a caretaker to oversee the im- 
plementation of H.R. 1756, and to follow the specific blueprint that 
we pass with H.R. 1756. We wanted it to be done in an orderly and 
efficient manner, and we felt that establishing the Commerce Pro- 
grams Resolution Agency as a temporary sub-level Cabinet agency 
would, over a period of 3 years, wind up all of the business of the 
Department of Commerce, which we thought was a logical and 
thoughtful way of dismantling a Cabinet-level position. 

Mr. Bass. I would key on logical and thoughtful. It isn’t easy 
doing what we are trying to do with the Federal Government and 
I’d like to commend you. Congressman Chrysler, for the imagina- 
tion that you displayed in coming up with this very unique mecha- 
nism, which I believe will work. 

And obAuously, as is the case with any piece of legislation, it re- 
quires careful scrutiny, but I want to commend you for the courage 
that you have exhibited in bringing this landmark piece of legisla- 
tion to this committee. 

With that. I’ll yield back. 

Mr. Chrysler. I would just add, Mr. Bass, it was a collection of 
many Members of Congress breaking this department up into small 
categories and each Member taking that category and having input 
into this. So much more than myself. 

Mr. Horn. Thank you very much. 
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I now 3 del(i 5 minutes to the gentleman from South Carolina, Mr. 
Spratt. 

Mr. Spratt. I think the gentleman from Minnesota was next. 

Mr. Horn. Very good. 

Mr. Peterson. Thank you, Mr. Chairman, I apologize for being 
late. And I’m not sure if I know enough about this to be able to 
ask an intelligent question, but I’ll try anyway. The thing I am con- 
cerned about is the weather components of what’s being done in 
the Department of Commerce and where that’s being transferred, 
or if it is being transferred, if it is being eliminated. 

And this is where I’m not sure if I know enough about this to 
be able to ask the right questions, but apparently we’re doing 
weather types of work in a number of different departments. The 
one I’m familiar with is the Aviation Weather because I use it all 
the time when I’m flying. But I am told that there’s some compo- 
nents of this that are apparently being done in the Department of 
Commerce that are used by these other weather folks. 

Are you familiar with this? Have you heard about it and can you 
explain to me where this is going? 

Is it going to be privatized? 

Is it being transferred to some other agency? 

Is it redundant? Not necessary? 

Mr. Chrysler. You’re doing just fine, you’re doing great. The 
part of the weather agency, certainly that’s very critical to people 
that fly a lot, like many Members of Congress. Certainly the sat- 
ellite weather stations that are manned by NOAA. 

Actually, the best department in the Federal Government at 
managing weather satellites is in fact the Air Force. They do the 
most efficient smd effective job. And again it’s a case where we 
have more than one Government agency doing the same task. And 
we feel that the management of the satellites, which give us much 
of our weather information certainly for flying, would be best 
achieved in the Air Force. 

Mr. Peterson. So, Mr. Chairman, Mr. Chrysler, you would 
transfer that management responsibility to the Air Force? 

Mr. Chrysler. Yes. 

Mr. Peterson. What — at the present time they’re managing — 
NOAA is managing how msmy satellites, do you know? 

Mr. Chrysler. I don’t know the exact amount, but obviously 
many of the weather satellites are managed by NOAA. Other sat- 
ellites, the majority of the satellites in the Federal Government, 
are managed by the Air Force. 

Mr. Peterson. Right. Does NOAA actually provide any weather 
forecasting kinds of things like to the maritime industry, are you 
aware if they’re providing any kind of functions like that? 

Mr. Chrysler. They certainly are providing — ^there’s really two 
different halves, if you will, of NOAA. One is the National Weather 
Service which does provide, you know, weather information. 'The 
other is — ^they have a fleet of ships which could be equally man- 
aged just as well by the private sector — ^most of those ships, almost 
all of them, have to be replaced at this point and it’s about a $2 
billion effort just to replace these ships that NOAA has. And so ei- 
ther by privatizing those or some of that work could be done by the 
Coast Guard. 
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There are, when you talk about mapping for maritime, there are 
many private agencies that do a very excellent job mapping for 
maritime use. And if the Federal Government was not in that busi- 
ness, they would even do a better job because, you know, they get 
undercut, of course, on their prices. 

Mr. Peterson. One of the things that — I held some hearings 
when I was chairman of the oversight committee of the FAA — that 
I’m interested in, is getting to the point where we can use the sat- 
ellite system, and I think we’re fairly close, using the satellite sys- 
tem to transmit the weather data directly to the cockpit of the air- 
planes. And the technology is there, it’s just a matter of making it 
all work. 

And there’s some controversy, some people don’t think we should 
put the information into the cockpits, we should just leave it with 
the air traffic controllers and so forth. The reason I was asking 
these questions is what I’m wondering is if what you’re doing is 
going to make it easier or harder for us to get to that point? Again 
I haven’t done my homework here so I’m not sure if I am able to 
ask the right question, but has anybody talked to you about that 
component of this in response to your bill? 

Mr. Chrysler. Absolutely, and I agree with you 100 percent. The 
more user friendly we can make these systems, the more direct ac- 
cess we can provide information to the people that truly need it, 
which are in fact the pilots in this case, and over the years that 
process has developed to where literally if you are lost at sea and 
you have an EPIRB, emergency locator, you can literally be picked 
up by a commercial airline at sea, your signal and your position 
can be pinpointed within 500 feet of where you in fact are. So it 
makes it much easier to rescue people that are lost at sea. 

Mr. Peterson. Well, I appreciate the work that you’re doing amd 
I think that there’s some parts of the Commerce Department that 
need to be maintained and I need to figure out exactly where you’re 
putting them in these agencies, but we look forward to working 
with you and hopefully I’ll have time to take a look at this and 
visit with you about these questions. 

Thank you. 

Mr. Chrysler. We appreciate your input. 

Mr. Horn. I now yield 5 minutes to the gentleman from Florida, 
Mr. Scarborough. 

Mr. Scarborough. Thank you, Mr. Chairman, and I certainly 
appreciate the opportunity to participate in this hearing and appre- 
ciate you holding it in this committee. And, Congressman Chrysler, 
I’d like to commend you working alongside with you in the New 
Federalists in the freshman group, putting these proposals to- 
gether. 

I’m very thankful that you took part in this and I think as a self- 
made millionaire, somebody that worked himself up from an entry 
level position to owning your own successful business, I think that 
you’re the perfect person to work in this area. 

Let me ask you this question. What — in all the years, and I may 
have missed it in your testimony, in all of your years of developing 
and creating a successful small business, how much contact did you 
personsdly have with the Department of Commerce? 
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Mr. Chrysler. Well, having done business in over 52 countries 
and we have over 1,200 employees, the answer is none. 

Mr. Scarborough. OK. You know, I — ^looking at a Wall Street 
Journal article, which I think the timing is impeccable, it talks 
about all the corporate welfare that the Department of Commerce 
doles out to industries and corporations across this country. 

Does your proposal attack corporate welfare? 

Does it go after some of these pet projects that special interest 
groups have been so supportive of getting from Washington for 
some time? 

Mr. Chrysler. Well, Mr. Scarborough, part of the Department of 
Commerce that really does promote corporate welfare is the single 
fastest growing part of the Department of Commerce. And it will 
reach almost $1 billion this year, with almost a 200 percent in- 
crease. It started out at about $9 million just in 1990, and it has 
grown to over $1 billion. So it is just tremendously out of control. 
And our bill eliminates all of that. 

Mr. Scarborough. And what part is that? 

Mr. Chrysler. That’s the advanced technology program. 

Mr. Scarborough. OK. So you say that’s approaching $1 billion 
right now, $1 billion per year? 

Mr. Chrysler. Yes, $940 million this year, and to go — at least 
asked by the President’s budget, to increase over $1 billion next 
year. 

Mr. Scarborough. OK. Thanks. 

Let me ask you one final question, which your testimony leads 
into. I’ve heard a lot of naysayers say that cutting the Department 
of Commerce would not save us a cent. What’s your best estimate 
on how much elimination of the Department of Commerce will save 
the American taxpayer? 

Mr. Chrysler. ITie Congressional Budget Office estimates al- 
most $8 billion over 5 years. 

Mr. Scarborough. Eight billion, and that’s CBO’s estimate, 
right? 

Mr. Chrysler. Yes, it is. 

Mr. Scarborough. OK. 

Thanks a lot. Congressman Chrysler. I certainly appreciate your 
efforts and I yield back the balance of my time. 

Mr. Horn. I thank the gentleman. And now the final questioner 
for the panel will be the gentleman from South Carolina, Mr. 
Spratt. 

Mr. Spratt. Thank you, Mr. Chairman. 

Mr. Chrysler, Mr. Mica said that some of us don’t get it, and he’s 
right, I don’t get it. He says that the American people want us to 
dismantle a cabinet department, that’s what the purpose of this bill 
is. 

But then I heard from the witness that there’s a companion bill 
that recreates most of the functions of this department with respect 
to international trade. So we destroy one Government agency, dis- 
member its remains and spread them about the city of Washington, 
and then recreate another one. So the net gain is zero in terms of 
cabinet departments. Am I not correct? 

Mr. Chrysler. No, you are not correct. Less than 4 percent of 
the Commerce Department 
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Mr. Spratt. Well, is the international trade department of the 
companion bill to be a cabinet department? 

Mr. Chrysler. Less than 4 percent of the Commerce Department 
has anything to do at all with trade. There are 19 different Federal 
departments that do have something to do with trade. The lead 
agency is not the Department of Commerce. 

It, in fact, is the USTR and the Department of Agriculture has 
the largest portion of the dollars for the Department of Trade. And 
those are what we would like to see consolidated into the Office of 
Trade. 

Mr. Spratt. But will it be a cabinet level department? 

Mr. Chrysler. It does some totally different 

Mr. Spratt. Under the Mica bill, will it be a cabinet level depart- 
ment? 

Mr. Chrysler. We take some 19 different departments and put 
them into one agency. 

Mr. Spratt. Agency or department? Will it be a cabinet level de- 
partment? 

Mr. Chrysler. It’s called an Office of Trade and it will have a 
cabinet level status. 

Mr. Spratt. OK. So we have destroyed one cabinet level depart- 
ment and created another. The net gain is zero; isn’t it? 

Mr. Chrysler. Well, if you 

Mr. Spratt. So I don’t get it. 

Mr. Chrysler [continuing]. Destroy 96 percent of one agency and 
keep 4 percent of it, we’ll let the American people decide. 

Mr. Horn. If the gentleman will let me yield for a question right 
here, and you will have extra time. We do not create cabinet level 
departments. The President of the United States can invite any 
soul he wants into the cabinet. We can create a department, we can 
create an agency, we can create an administration. But the choice 
of who’s in the cabinet is not the Congress’. It’s the President’s. 
That’s just a little bit of history. 

Mr. Spratt. OK. I yield to the superior knowledge of political 
science and experience of my distinguished chairman. 

Let me just say I’m in good company, too, if I don’t get it, be- 
cause let me read to you what the chairman, CEO of Boeing, a 
major American exporter, said. He says the elimination and trans- 
fer of the functions of the International Trade Administration and 
its Bureau of Export Administration and the transfer of these trade 
functions to diverse agencies at a time when other countries are ac- 
tively supporting their exporters would signal this government’s re- 
treat from the global marketplace and undermine the competitive 
position of U.S. companies, Frank Shrontz, chairman and CEO of 
the Boeing Co. 

And in my State, I come back to textiles. Roger Miliken, as you 
well know, has been the quintessential Republican, conservative in 
South Carolina and throughout the country. He says the Depart- 
ment of Commerce is the only Federal agency that promotes a pro- 
business perspective within the interagency policy process. So I’m 
in good company if I don’t get it. 

Mr. Chrysler. Certainly I’ve talked to a few of those same chief 
executive officers of those major corporations that have benefited 
from the Commerce Department. And they have told me unequivo- 
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cally that if they can have an Office of Trade that can compete with 
our trading partners on a level playing field, they would be more 
than happy to see the Department of Commerce dismantled, be- 
cause the Department of Commerce is not the voice for business. 

It, in fact, is opposed to most of the interest of the business com- 
munity, such as capital gains tax, balanced budgets, tort reform, 
regulatory reform. That’s what the American business community 
wants to see. They want to see government off of their backs, let 
them produce their products at a very fair and competitive price, 
and very quality products. 

That’s what they’re asking for. 

Mr. Spratt. So Roger Miliken is mistaken when he says, “Com- 
merce is the only Federal agency that promotes a pro-business per- 
spective within the interagency policy process,” he’s wrong? 

Mr. Chrysler. I would say that an honest 99 percent of the 
businesspeople in this community would disagree with that state- 
ment. 

Mr. Spratt. Let me just — ^we don’t have time to cover everything, 
but let me ask you one particular question that I’m just be^nning, 
like my colleague from Minnesota, to understand the implications 
of this. The weather satellites will be owned by the Air Force, is 
that your proposal? 

Mr. Chrysler. Managed. 

Mr. Spratt. Managed by the Air Force. Who would own them? 
Which agency would pay for them and how — and would then pay 
the Air Force to manage them? 

Mr. Chrysler. That’s one of the processes certainly we are going 
through this month here in Congress as these authorization bills 
where we authorize different departments to own those satellites. 

Mr. Spratt. Well, who would own the weather satellites? I mean, 
this is certainly an essential part. I’m a coastal State. I don’t want 
to be without the weather satellite surveillance system. 

Who’s going to own them and who’s going to pay the Air Force? 
Because I can tell you sitting on the Armed Services Committee, 
they’re going to be paid, Euid paid dearly. They are not a low cost 
operator. I know they’re super when it comes to technology, but 
having lived through the cold war and the satellite program, hav- 
ing been critical to national defense, we have spared no expense. 

And consequently, we’ve had some satellite designs of recent vin- 
tage that have been vastly over-designed and far more expensive 
than we needed. So they are good, space command is excellent, but 
they’re not the low cost operator. Who’s going to pay them to oper- 
ate the weather satellites? 

Mr. Chrysler. They certainly are the best in the Federal Gov- 
ernment at managing satellites that we have found, and so that’s 
who would manage them. 

Mr. Spratt. They will manage them. Who pays them to manage 
it? They’re not going to take it out of their hide. Where does the 
money to reimburse the Air Force for their expenses of managing 
these systems come from? Which agency procures the service and 
pays them for it? 

Mr. Chrysler. As I mentioned, the authorization process will 
take the dollars finm the NOAA budget for managing those sat- 
ellites and transfer that to the Air Force budget. 
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Mr. Spratt. ok. Then — ^but — ^but there’s no NOAA anymore. I 
mean you’re abolishing NOAA, so who will seek this money? Each 
year who will seek this money and see to it that the Weather Serv- 
ice satellites are providing the critical protection that they have 
provided for years now? 

Mr. Chrysler. There certainly is a NOAA operation. No, that 
does not go away. NOAA, the weather portion of NOAA will go to 
the Department of Interior. 

Mr. Spratt. I see. 

Mr. Chrysler. Which is where it should have been in the first 
place. 

Mr. Spratt. So they’ll ask for the money and then give it to the 
Air Force? 

Mr. Chrysler. And it should have been in the Department of In- 
terior right from the beginning. I think it was Richard Nixon that 
decided he didn’t like his Secretary of Interior so he put it in Com- 
merce. It should have never been in Commerce in the first place. 

Mr. Spratt. Time is up. 

Thank you, Mr. Chairman. 

Mr. Horn. I thank the gentleman. 

Now I have a letter here to you from the American Textile Manu- 
facturers, too. Do you want that in the record? 

Mr. Spratt. Yes, Mr. Chairman, I request imanimous consent to 
have the letter of Mr. Walter Eli, the chairman of the American 
Textile Manufacturers Association, entered in the record. 

Mr. Horn. Without objection, it will be added. 

[The information referred to follows:] 
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American Textile Manu fact urers Instit ute 

IROIK Street, N.W. Suite 900 Wuhirifion. D.C. 20006-1301 TEL 202 862-0500 FAX 202 R62-0570 


MaySl, 1995 

The Hoaorable John M. Spntt Jr. 

U.S. House of Repreieiititives 
1536 Longwortb House Office Btnldiog 
Washington, DC 20515 


Re: Commerce Departmgit / Ol 


Dear Congressman Spratt 

In response to recenz initiatives to eiminate the Department of Commoxe, I wanted to let you Imow of our 
industry’s concerns in this area and to urge you not to support such ef&its. 

However, u^-intentioaed, we fed that proposals to tenninate the Dep aftm ent of are short>si^ 2 ted 

aid wouM be damaging to Amgica’sintgnatinDalcotnpetitiveneas. At a lime when U.S. industry sells mcreasing 
amoums QfpfoAicta tn oAerflamfriea and jjsfaihKithee jn^ IT R Dopatlouait (MCommerce 

is the ktycabmet‘levelagaicy that assists U.$.bisiQe&ses. WeneedagovermneotageDCythat is focused on U.S. 
expert prkiicies, stands firmty against fiireigannfar trade yaedees, and rqrrese nts American industry’s position 
with coimtless governments that aggressively iqireseot their own indmtry’s interests. 


In addition, the Office of Textiles and Apparel (OTEXA) identifies and works to eliminate specific barriers to 
our exports and administers and im ple m e n t y toig gpvcniinent’s tevtite program. In fact, we need to maintjiin 
OTE3^ and the Cozomittee for the Inqilenentaticai of Textile Agrcemenis (CITA) in order to meet our 
international trade commitments, and to administer the Urugui^ Rmmd effectively. 

It is vitally important to our industry that a sqraratc Commerce Departraent be maintained to deal with trade 
matters which cannot be a deq u a tel y p erfonue d by other agencies. If some of the non-trade programs of the 
department should be streamlined, diminated or transferred to other in order to reduce got'crnment 

spending, that can certainly be done without affixtisg Commerce’s trade^related functions. 

Please work with your colleagues to ensure that the eiXectivecess of OTEXA, CITA and the other trade>related 
components of the Dqjartznent of Cmnmeroe tn maintained. 

Sincerely, 


WYE/rfd 






lUCreldife 
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Mr. Horn. We promised the Secretary of Commerce he could 
come on about 10. I understand he’s here, and if he will come and 
be sworn in, we will be glad to proceed with his testimony. And we 
thank you, Mr. Chrysler. 

Now you’re welcome to join us up here. I heard you had another 
committee hearing also, but you are a member of the full commit- 
tee and you’re welcome, without objection, to sit with us if you like. 

Mr. Chrysler. Thank you, Mr. Horn. I do have to testify at an- 
other hearing and I will be back after that. 

Mr. Horn. Well, we thank you very much for your testimony. It 
was very thoughtfiil. You’ve proposed some new ideas. It will take 
some time, I guess, for the adoption of some of them. But thank 
you for all the hard work of you and your colleagues. 

Mr. Chrysler. Thank you. 

Mr. Horn. We now have the. Secretary of Commerce. And, Mr. 
Brown, we welcome you. And if you would raise your right hand. 

[Witness sworn]. 

Mr. Brown. I do. 

Mr. Horn. Please be seated. You are welcome to 20 minutes to 
give your statement, please summarize it. The full statement will 
be placed in the record. We’ve all read it up here. And we under- 
stand you are under a time constraint. 

What is that? 

Mr. Brown. As long as I’m gone by 11 o’clock, Mr. Chairman, 
that would be ^eat. 

Mr. Horn. OK. Well, then let’s do 15 minutes if we can, at the 
most, to summarize your statement, and then we will have 5 min- 
utes for each Member for questions. 

STATEMENT OF RONALD H. BROWN, SECRETARY, 
DEPARTMENT OF COMMERCE 

Mr. Brown. Thank you very much, Mr. Chairman. 

I am very pleased to have the opportunity to be before the sub- 
committee this morning. I understand that other Members came in 
at the beginning of the session to make opening remarks, although 
I didn’t have an opportunity to hear them. I look forward to read- 
ing them. 

This morning you will hear about the relative merits of Title I 
of the Chrysler bill from the GAO and others. I just saw Congress- 
man Chrysler leave the room, so I assume that he made his case 
for his legislation. 

I would like to focus my remarks on the very grave concerns we 
have about the Chrysler bill here in the House, and similar legisla- 
tion in the Senate, including its substantial errors in calculated 
savings. As you know, Mr. Chairman and members of the commit- 
tee, the President has made clear that he will veto any bill that 
seeks to eliminate the Department of Commerce or attempts to kill 
its key programs, including the Advanced Technology Program, or 
tries to disperse its critical Commerce functions, which now are 
working S 3 mergistically, I might add, helter-skelter, around the 
government. 

Let me begin this morning, Mr. Chairman, by saying that we 
need and I truly desire a thoughtful and constructive dialog on the 
future of the Commerce Department. But suggestions to eliminate 
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the Department leave many of us absolutely incredulous, particu- 
larly in this time of global competitiveness. 

It is hard to imagine that America would be the only country in 
the world where the private sector would not have a seat at the 
Cabinet table. We in the administration obviously doubt that this 
is really a debate that is driven by a concern about America’s eco- 
nomic future or a debate that is even driven about concern about 
the future of the Commerce Department or about downsizing or 
about saving money. We believe that this is a debate about symbol- 
ism, a debate about trophy hunting, if you will. 

The notion that in order to be credible as a budget cutter you 
have to say we’ve got to eliminate a department or an agency, we 
believe that is wrong. It, I think, would result in something that 
would be tantamount to a unilateral disarmament in the battle for 
global competitiveness. 

And that’s what we’re about. We’re about building an economy 
for the future. We are about creating economic growth and with 
creating jobs for the American people. 

Indeed, the inherent weaknesses of Congressman Chrysler’s bill 
are as numerous as they are clear, and the proposal demonstrates 
no real savings. 'Transferring functions doesn’t save money. 

In fact, we believe it costs the taxpayers money and we are pre- 
pared to make that case and make it convincingly. Just box shuf- 
fling does not make government better, nor more efficient, or even 
smaller. And it seems clear that what has happened here is that 
there was an idea to eliminate at first several departments, and 
now evidently to focus on the Commerce Department. 

And all of a sudden some folks looked up and said, oh, my good- 
ness, there are some important governmental functions here, who’s 
going to do them? So we’ll just spread them around to other depart- 
ments to do, which really doesn’t cut out functions, it really doesn’t 
save money. 

What it does, is make us less efficient and less effective and less 
able to pull together in a way that makes America more productive 
and more competitive. The cuts that it focuses on, frankly, are the 
programs that are most important to the economic future of Amer- 
ica, that are most important to our Nation’s competitiveness. 

First, the estimated savings that are claimed from the Chrysler 
bill of about $7.8 billion over a 5-year period, are grossly over- 
stated. First, there are errors in the estimation of overhead and 
other technical assumptions that amount to about $2.3 billion, and 
we’ll be glad to articulate those in detail for the committee. 

In addition, the Chrysler bill does not reflect the costs of closing 
agencies, of terminating employees, dislocation and operating a 
Commerce program’s resolution agency, as it is called in the legis- 
lation. Those costs are estimated at about $2 billion, and we’re pre- 
pared to demonstrate that. And it does not fund programs that are, 
in effect, congressionally mandated programs. 

For example, the census, we all know that there is a ramp-up 
eve^ 10 years to the decennial census. That’s how you get to pay 
for it. It’s not a flat allocation or appropriation each year. 

The 5-year shortfall for the decenniad census is about $3.6 billion 
dollars, and for all census programs exceeds $4.3 billion. And that 
is giving credit for the billion dollars that we have already pro- 
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posed saving for the 2000 census as compared to the 1990 census. 
The same is true of the NOAA assumptions. 

There is an omission of funds to pay for continuation of congres- 
sionally approved weather satellite systems and compilation of the 
congressionally approved — or rather completion of the congression- 
ally approved Weather Service Modernization Program, which, as 
all members of this committee know, is well underway. Additional 
satellites and Weather Service contracts alone exceed $1.5 billion 
above the baseline that was used by the CBO. 

Congressman Chrysler talks about savings from the Patent and 
Trademark Office. There are no savings. We’ve already made that 
a fee-funded operation. Taxpayer dollars are not involved in fund- 
ing the Patent and Trademark Office, as claimed in the savings es- 
timates. 

Adding the $5.8 billion in additional costs to the revised Chrysler 
estimate indicates that this bill would actually cost the taxpayer 
$2,342 billion in additional expenditures. Those are numbers that 
have been looked at by 0MB. We are prepared to provide the 
spreadsheets and whatever other information the committee needs 
in looking at this matter. 

Second 

Mr. Horn. Just let’s say without objection that will be inserted 
at this point in the record. 

[The information referred to follows:] 



104 


Five Year Summary of Amended Chrysler 
as of September 21 , 1995 

1 996 - 2000 Amount 

Chrysler estimate of savings; 

Less; 

Essential Programs Not Funded in 
the Chrysler Proposal 
Census 

Weather Service Modernization 

Less Also; 

Technical errors (e.g. PTO fees) 

Close-out costs (e.g. RIF fees) 


Total of errors and omissions -$10,107 billion 

Funding needs exceed Chrysler 

Bill projected Savings by ($2,342 billion) 


$7,765 billion 


-4.300 billion 
-1.500 bilfion 
-5.800 billion 

-2.317 billion 
-1 .990 billion 
-4.307 billion 
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Mr. Brown. Thank you very much, Mr. Chairman. 

Second, the House appropriations bill demonstrates that savings 
don’t require dismantlement. If this was really about savings, if it 
was really about downsizing rather than trophy hunting, the Ap- 
propriations Committee and the full House have already done that. 
And they’ve done it within the House budget resolution. 

So these issues have been dealt with. This is not a discussion 
about how you save money for the taxpayer. The Appropriations 
Committees have done a good job. 

Chairman Rogers, Chairman Livingston, have done it in an ana- 
lytical way, they’ve set priorities. We’ve had discussions and de- 
bates. We’ve had some ar^ments about those priorities, but at 
least there’s been an anal 3 dical look at what we do and why we do 
it and why it has importance to the economic future of America. 

I’m not saying I agree with all of those decisions. I’m not saying 
I like all of those marks. I’m not saying I like the 602(b) allocations 
initially. But I will say that those committees worked their bill in 
consultation, in a bipartisan way, in consultation with those of us 
involved from the executive branch of government. 

There are some things, such as the elimination of the ATP pro- 
gram, that the President and I and the entire administration have 
a great problem with. But the fact is, we looked at all parts of the 
budget of the Department and went through the full process. It 
was voted on by the full House of Representatives, within the mark 
that the budget resolution has set. 

I think what that does is really make it clear, Mr. Chairman, as 
I’ve said a couple of times, this is not about saving money. Those 
decisions have already been made by the appropriations process. 
Many in the Congress, including Congressman Mica and others, 
are beginning to put philosophy and ideology aside, I believe, to 
really address the right questions, the appropriate questions. 

And what is U.S. competitiveness really all about in the global 
economy? And what role does government have? That’s a legitimate 
discussion, a legitimate debate. What does the Commerce Depart- 
ment do, how does it do it? 

Are we doing it well? Are we doing it effectively? Is it making 
a difference? 

I believe it is, and I believe any objective analysis would dem- 
onstrate that it is, and I believe that the words that have been said 
not only about what we’ve done in international trade but in tech- 
nology really speak for themselves. 

I see Congressman Mica just walked in. I’ve had a number of 
constructive conversations with him. He has caused me to be en- 
couraged about the fact that there are some things that are of real 
importance to the future of America that we are doing in the Com- 
merce Department. Many of those involve trade. 

But even in Congressman Mica’s presence, I must say that I be- 
lieve that his proposal, at least the original proposal which I under- 
stand has been withdrawn and there might be a new one forthcom- 
ing, I believe has serious flaws. Not the least of which is putting 
USTR and Commerce trade functions together. I don’t think they 
belong together. 

I don’t think it makes any sense to put them together and I’ll tell 
you why. The trade negotiator has a very narrow focus. He also has 
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a staff of about 150 people, a very small staff, which is the kind 
that you ought to have for that land of focused mission, but the 
trade negotiator has to think of a whole lot of things; workers 
rights, human rights, environmental concerns. 

The trade negotiator is not a trade advocate. He is a negotiator 
by title. I think when you put those functions together, you weaken 
both the negotiator function and the trade advocacy function of the 
Commerce Department. These are ideas that have been talked 
about and looked at in the past. 

As you know, there was a time that they were together and they 
were split apart for that very reason, because the judgment was 
made that that was not an effective way to operate. We don’t be- 
lieve that there’s been any new information that shows now that 
it is an effective way to operate. 

And to think of taking an entire International Trade Administra- 
tion and putting it into the Executive Office of the President when 
in fact you’re trying to cut down on the staffing of the Executive 
Office of the President, is not the appropriate way to go. 

We believe that the Mica proposal does not address effectively 
the rest of the Department or solve any of the problems of the 
Chrysler bill in that regard. It is not a true consolidation of trade 
functions. As you know, there are some in the Senate who were 
talking about bringing in Eximbank and bringing in OPIC and 
bringing in TDA and other trade-related agencies. 

Those are matters, too, that have been discussed before, and 
those are legitimate discussions to be had. There are some who 
think that they operate better as independent agencies. There are 
others who think it would be better to consolidate them. 

But it seems to me in a time when we’re trying to consolidate, 
to do more with less, to be more effective, to talk about just dis- 
bursing parts of the Department and creating a whole lot of new 
independent agencies, all of which are going to have to have their 
own IGs, their own public aiffairs, their own legislative offices, their 
own general counsel’s offices, does not seem to be a way to stream- 
line government, Mr. Chairman. 

Even while preserving export promotion, the Mica bill would cut 
funding in ways that I believe are counterproductive. For example, 
the House just passed an appropriations bill, which I just discussed 
a moment ago, that provides more funding for the International 
Trade Administration than would be provided under the Mica bill. 

And again, I would encourage members of this committee to look 
at the work of the appropriators, to look at the votes that were 
taken by the full House of Representatives on the appropriations 
bills. They are very instructive, indeed. 

Nonetheless, I must say that the Mica bill does recognize the im- 
portance of trade. I’m glad that the Congress seems to be proceed- 
ing on what I consider to be a more rational course, and as I made 
clear earlier, I’m eager to join a serious and thoughtful dialog on 
what it takes to make American business more successful in trade 
and more internationally competitive. 

Let me address just a couple of specific matters, Mr. Chairman. 
First is the matter of trade policy and trade promotion. 

As Congressman Mica correctly states, the International 'Trade 
Administration and the Bureau of Export Administration are heav- 



107 


ily focused on promoting exports, whether it’s trade missions or 
whether it’s advocacy or whether it’s export assistance centers or 
our trade promotion coordinating committee, that’s what they do. 

Folks talk about wanting to coordinate better. We have a ISrade 
Promotion Coordinating Committee, mandated by the Congress of 
the United States. I chair that committee. And I believe that any 
objective analysis of the work that we’ve done over the last 2 V 2 
years would conclude that we have done a very good job of coordi- 
nating trade policy. 

For the first time in American history we have a national export 
strategy. We have a plan, we have a strategy, we’re implementing 
it and it’s working. It’s creating economic growth, it’s creating 
scores of success stories in the international arena. It’s creating 
jobs for the American people. 

The same with our export assistance centers, which bring to- 
gether SBA and Eximbank and Commerce in one location, to help 
who? Small and medium-sized businesses, to get them into the ex- 
port marketplace, to help them grow, to help them create jobs for 
the American people. 

The work we do in analysis and enforcement and antidumping 
and countervailing duty cases is terribly important. I see Congress- 
man Spratt sitting here who has a special interest in textiles, 
among other matters. He knows of the work that we do in that im- 
portant area. 

I just left the White House 10 minutes ago where we were talk- 
ing about implementation and monitoring of the new auto and auto 
parts agreement with Japan, with all the industry leaders there for 
the first time working in real partnership with an administration, 
to come up with a plan for monitoring that will be effective and 
that will produce results. But our work in trade even narrowly de- 
fined isn’t confined to just these bureaus. 

The Bureau of Economic Analysis and the Census Bureau pro- 
vide the data that our businesspeople need to make intelligent 
business decisions, to be competitive. Everybody knows that data 
is vital. It’s data that you can’t do without. 

Now, sure, you could say put it someplace else. But nobody ar- 
gues that you don’t need it. The work of our Technology Adminis- 
tration and our National Institutes of Standards and Technology is 
legendary. We’ve got to be No. 1 technologically if we’re going to 
be competitive. You’ve got to have something to export. 

You’ve got to stay on the cutting edge technologically. I know 
there’s philosophical debate about the role of government. We’re 
prepared to engage in that debate, but I remind you that the ATP 
program was a Iteagan and Bush era program. We didn’t create it. 
We’ve ramped it up because we believe in it, but it was a Repub- 
lican program that we think makes sense for the future of the 
American economy. 

I know the red light is on. If I could just take another minute 
to complete these remarks, Mr. Chairman. 

There’s the National Telecommunications and Information Ad- 
ministration, at a time when we’re building a national information 
infrastructure and a global information infrastructure, one of the 
most important things we can do as far as productivity and com- 
petitiveness, certainly an appropriate role for government. 
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Could you stick it someplace else? You probably could. 

Does it make sense to do that? I don’t think so, Mr. Chairman. 

The same can be said of NOAA. A lot of people say what is 
NOAA doing in the Commerce Department. Of course that’s a ques- 
tion that gets asked every year. But every time there’s an analysis 
of it, folks look at the various options and they end up concluding 
that it belongs in the Commerce Department probably better than 
anyplace else in government, and rather than being an independ- 
ent agency, because it works as part of the synergistic effort that 
we’ve put together to create economic growth and jobs. 

And I know people say, well, what does it have to do with com- 
merce? For those of you from fishing communities, you try telling 
a commercial fisherman that he or she has nothing to do with the 
commerce of the United States. Theyil probably Birow you over- 
board. They’ve got a lot to do with commerce, coastal zone manage- 
ment, fisheries management. 

The Weather Service has a lot to do with commerce. The com- 
petitiveness of our agricultural industries, the competitiveness of 
our transportation industries, all of those things work together 
well. 

Can we do better? Absolutely, Mr. Chairman. We can do better. 

[The prepared statement of Mr. Brown follows:] 
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Statement of Ronald H. Brown 
Secretary of Commerce 

Committee on Government Reform and Oversight 
Subcommittee on Government Management, Information and Technology 

on 

H.R. 1756, the Department of Commerce Dismantling Act 
September 6, 1995 


Mr. Chairman, Members of the Subcommittee, I appreciate the opportunity to appear 
before you today. I want you to know that I come before this Subcommittee today with an 
open mind about how the work and the stnicture of the Commerce Dqjartment can be 
improved. I know you are giving this subject much thought, and I look forward to 
discussing these matters with you. 

But on the underlying question of whether the United States of America needs a 
Commerce Department — on t^ issue I cannot yield. I say this not because I am the 
Secretary of Commerce, and so have an allegiance to the institution that requires me to 
defend it. Rather, I am committed to the survival of the Depaitment of Commerce because I 
believe firmly that the work of this Department, and the manner in which its various 
components relate to one another, is essential to the economic growth and well-being of this 
country. The issue for me is not whether, in these times of fiscal austerity, we can afford 
the D^iattment of Commerce — the issue is whether we can afford to be without it. We 
need the Commerce Depaitment to create jobs and enhance economic opportunity for the 
American people. We need Commerce to r^resent American business interests at the 
highest levels of government, including at the Cabinet. We need Commerce to level the 
playing field and to provide the tools that American companies, wodters, and communities 
ne^ to remain competitive in the global economy, both here at home and abroad. 

Frankly, I am a little disheartened that the need to have a United States Dqiartment of 
Commerce is not obvious to each member of Congress. Clearly this is not the case, because 
you have asked me to comment on a proposal that eliminates the Commerce Depaitment ~ a 
proposal that, in my view, terribly weakens this country in its battle to remain strong and 
competitive in the global marketplace. In considering this proposal, you need to understand 
that this is the President’s view as well: he will veto any legislation that dismantles the 
Depaitment of Commerce. 

While we believe that the need for the Commerce Dqiaitment will be ^qiaient to 
anyone who looks closely at what we do, there is widespread recognition that dismantling 
Commerce’s main trade functions as contemplated in H.R. 1756 simply will not work. 
Indeed, the bill’s drafter put sonK distance between himself and his own bill on this score by 
recently announcing his support for Rqiresentative Mica’s trade reorganization bill. It is not 
hard to see why he would walk away from the bill’s trade provisions. As introduced, 

H.R. 1756 would silence the business voice at the Cabinet table. It would eliminate the 
commercial perspective on export control matters by sending the functions to the Treasury 
Dq>aitment and to the Stale Department. It would shatter the organizational structure of the 
International Trade Administration (TTA) by eliminating essential international economic 
policy, trade development, and domestic field e;qx>it promotion functions, while placing 
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other parts at the Office of the United States Trade Representative (USTR), Treasury, and 
the International Trade Commission. It would destroy the synergy already achieved by 
unifying programs with a commercial focus in a single department'. 

That is why some members of Congress seek to preserve these important trade 
functions by establishing a new Department of Trade or greatly expanding the charter of the 
United States Trade Representative. Representative Mica's bill,^ for example, would 
establish a new United States Trade Administration that would be created by taking pieces of 
the Commerce Department and combining them with USTR and the Trade and Development 
Agency. While I can appreciate the sentiment behind this approach, in reality it is little 
improvement over H.R. 1756: 

o First, as Ambassador Kantor noted in testimony before the International Relations 
Committee last month, USTR benefits enormously from its position within the 
Executive Office of the President as the President’s chief trade negotiator and 
principal spokesperson on trade policy. The Office of the USTR was intended to be 
small and flexible to enable it to shift resources quickly where most needed. 

Placement of this office in a ttew United States Trade Administration will immerse the 
office in thousands of administrative details currently within Commerce's Jurisdiction. 

o Second, the Mica bill presumes that consolidation of U.S. government trade functions 
is needed to "unify" and "coordinaie" federal trade-related activities. On the 
contrary: U.S. trade policy has never been better eoordinated - or more successful. 

• For the first time, we have a National Export Strategy, which is well on its 
way to achieving its goal of increasing U.S. exports to $1,2 trillion by the year 
2000, thus supporting over 6 mUlion jobs. 

• For the first time, we have a focused. Administration-wide trade advocacy 
strategy, with an Advocacy Center here at Commerce, in which the U.S. 
government "goes to bat" for American firms - large and small - as they 
battle for major overseas projects. Last year alone, the Advocacy Center 
assisted in 70 successful projects totaling some $45 billion, accounting for 
some $20 billion in U.S. exports and supporting 300,000 American jobs. 

• For the first time, we have energized the Trade Promotion Coordinating 
Committee under Commerce's chairmanship and brought under one umbrella 
all federal export promotion efforts. We have enhanced trade finance services, 
improved the delivery of trade information, identified new mailtets with high- 
growth potential, and provided high-level advocacy for American business. 


'We have attached to the testimony a copy of a summary of the Administration’s reasons for 
opposing enactment of H.R. 1756. 

’H.R. 2124 
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If the USTR functions are combined with Commerce export promotion furtctions, it 
could lead to actual or perceived trade-offs between long-term negotiating goals and 
immediate overseas business opportunities. Similar problems arise by merging USTR 
functions with the Commerce’s quasi-judicial functions relating to enforcement of the 
countervailing duty and antidumping duty taws. The administration of these laws 
must be impartial and independent — and it is important that they be perceived as 
impartial and independent as well. Merging the trade negotiation and trade-remedy 
enforcement functions in a single agency is an awkward frt at best. 

o Third, the Mica bill transfers only Commerce's most obvious "trade" functions, 
completely missing the vital trade functions performed by other components of the 
Department. As a result, the bill shares the problem of the Chrysler bill in that it 
destroys the synergy created by unifying commercial programs in one department. 
While ITA and the Bureau of Export Administration (BXA) are Commerce’s two 
chief trade agencies, our trade functiorrs do not stop there. We also provide support 
critical to international competitiverress through other bureaus, such as: 

• Providing critical technical support for international negotiations regarding 
product standards, conformity assessment practices, and standards 
infrastructure through the Technology Administration and its National Institute 
of Standards and Technology; 

• Participating in high-level, government-to-govenunent, bilateral, regional and 
multilateral discussions to open telecommunications markets through the 
National Telecommunications and Information Administration (NTIA); 

• Supporting international negotiations on intellectual property issues through the 
Patent and Trademark Office (FTO); and 

• Providing technical support relating to envirorunental matters and international 
fishing agreements through the National Oceanic and Atmospheric 
Administration (NOAA). 

In considering proposals to dismantle Commerce or reorganize its functions, we must 
make sure that we are not simply shuffling boxes or making changes for change’s 
sake, but are improving the operation of the programs. If we define "trade functions" 
too narrowly, we will fail to provide industry with the support it needs to counter the 
actions of our trading partners. ^ 

o Fourth, the underlying reason many admit the need for a trade agency is the 
recognition that playing fields are not level in the global marketplace. The 
Government has a duty to protect its commercial interests and make sure that United 
States businesses have every opportunity to win contracts abroad that mean jobs at 
home. At bottom, this concern is one which goes to the need to ensure that 
government does its part to promote the economic competitiveness of our businesses. 
But international trade is only one part of the competitiveness equation. "Trade" is 
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also a domestic concern because if you are not competitive abroad, you will not be 
competitive at home in light of today’s intensely global competition. That's why we 
have reinvented all of Commerce’s programs around a competitiveness theme. The 
"United States Trade Administration" will not work because it excludes the domestic 
side of trade. Just as we need to ensure economic opportunities abroad for our 
businesses, we must make sure that we are preserving their ability to compete here at 
home. Commerce already has in place programs that enhance that ability, including 
programs that relate to business counseling, advanced technology, intellectual property 
protection, quality management, and the economic data on which business depends. 
We also have programs in place to support improvements to the various forms of 
"infrastructure," from funding "on-ramps" to the information highway to building 
stronger communities through the Economic Development Administration. That’s 
why we believe we already have a "Department of Trade" - and it is here at 
Commerce. 

My testimony will not dwell on the details of H.R. 1756 because I believe that the 
bill’s deficiencies are self-evident. Nonetheless, it is important to understand the true 
budgetary impact of dismantling Commerce. First, it is not correct to estimate the cost 
savings of dismantling Commerce at $7.8 billion. Most of the savings relate not to 
terminating the Department of Commerce, but to terminating grants and other programs 
within Commerce’s various bureaus and reducing funding for all transferred functions by 
25 percent. Of course you save money by not funding grant programs. I do not think these 
funding reductions are wise, but they have nothing to do with eliminating a Cabinet 
Department. In truth, the bulk of Commerce’s historical functions are continued in one form 
or another through dispersal to 16 other agencies. Census functions performed at Treasury 
will cost just as much as they do at Commerce. 

Indeed, as 0MB Director Rivlin noted when the Chrysler Bill was introduced, it is 
doubtful that any savings would occur strictly from dismantling Commerce as contemplated 
in H.R. 1756. By using the FY 1995 CBO baseline from which to calculate savings, the 
Department estimates that the Chrysler bill Is in fact more than $5 billion short of minimum 
expenditures that must be made for continuing programs. 

► ERRORS AND OMISSIONS. The Chrysler estimates, as scored by CBO, make the 
following substantial omissions and errors in their assumptions. 

• Census: The largest omission is that the CBO baseline does not include an 
estimate for the decennial census in the year 2000. The five year total 
dece nnial shortfall from 1996 to 2000 is $3.6 billion, and for all Census 
programs exceeds $4.3 billion. Also the Chrysler bill had claimed $.8 billion 
from Decennial Census improvements with the $7,765 billion saving estimate. 
However, since no funds are in the CBO baseline for the Decennial, the funds 
carmot be saved. 

• NOAA: Within NOAA, the estimates omit funds to pay for continuation of 
weather satellite systems and completion of the Congressionally approved 
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Weather Service Modernization program. The costs for procuring additional 
satellites and Weather Service contracts alone exceed $1.5 billion above the 
CBO baseline for the modernization program. These costs are required to 
ensure future continuity of weather forecasts and warnings nationally. 

• FTO: The Chrysler bill makes two substantial errors in its treatment of the 
Patent and Trademark Office. The Omnibus Budget Reconciliation Act of 
1993 requires S32S million to be appropriated from the FTO Surcharge Fund. 
The Chrysler bill would make those funds directly available to PTO, but does 
not identic an of^. Therefore, in terms of the deficit, the savings are 
overstated by $325 milli on. Further, FTO collects 100 percent of costs in fees 
now. If FTO must reduce costs 25 percent as called for in the Chrysler bill, 
no reduction will accrue to the deficit because PTO already obtains these fees 
directly. 

• CPRA: Establishment of a Commerce Programs Resolution Agency (CPRA) is 
assumed in the Chrysler bill, and would operate for three years. We believe 
that it would cost approximately $150 milli on for that period, about the same 
as the Office of the Secretary and Inqiector General currently cost. 

UNFUNDED COSTS IN THE CHRYSLER BILL. The Chrysler bill does not reflect 
the costs of closing agencies, terminating employees, dislocation and operating a 
Commerce Programs Resolutions Agency. We estimate these costs at $2 billion. 

• Temtincaion ctats: A total of 12,685 FTE would be eliminated under the 
Chrysler bill assumptions, 35 percent of existing staff, in the first year after 
enactment. The closeout costs, RIF costs and dislocation costs would total 
$1,526 billion for all of Commerce. The balance of the $2,001 billion is 
$325 million for an offset to PTO appnqiiiations requirements under OBRA of 
1993 and $150 million for a three year Commerce Ingrams Resolution 
Agency, as noted above. 

ABQiTY TO ACHIEVE 25 PERCENT SAVINGS FROM OVERHEAD. The basis 
for the Chiyster 25 percent cut below FY 1994 funding totals is not stated in the 
legislation or the press release. Representative Chrysler indicated on July 24 that the 
cut was relaled, at least in the case of FTO, to an overhead rate Commerce now 
charges bureaus. 

• Commerce does not charge its bureaus any overhead rate. While Commerce 
sells services through the Working Capital Fund, bureaus purchase an average 
of 1.4 percent of their available funding in services. All Commerce oversight 
is fund^ through the general administration account, $36 tttillion in FY 1995 
or about .7 pocent of the Commerce total appropriation. 

• In fact, the ChtysleT bill would employ a meat-axe approach to downsizing by 
mandatin g across-tbe-board cuts of one-quarter, tegar^ess of priorities and 
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regardless of need. It’s important to note that this limit is a permanent ceiling 
on expenditures, freezing funding levels at 75 percent of the FY ’94 level. To 
take one egregious example, this limit would devastate our ability to conduct 
the decennial census given the cyclical nature of its funding needs — gearing 
up over the course of the decade and culminating at the turn of each decade in 
the conduct of a new decennial census. To make matters worse, H.R. 1756 
freezes Census funding levels at 75 percent of the FY 1994 rate, which of 
course is the low point in the cycle (the cycle would be from 1993 to 2003, 
reflecting the time spent on delivering the diverse decennial census data 
products). Although GAO estimates the 2000 decennial at cost of $4.8 billion 
over 10 years, there are no decennial preparation costs in the 
FY 1994 budget. While we anticipate saving approximately SI billion and 
200, (XK) temporary census employees as a result of our reinvention efforts at 
Census, counting hundreds of millions of people is an expensive proposition. 
The Chrysler bill ignores the reality of the census cycle and would preclude us 
from carrying out the Constitutional responsibility to conduct an "actual 
enumeration" of our people. 

► SAVINGS IN PRESIDENT’S BUDGET. The budget President Clinton submitted for 
FY 1996 already contained savings built into the budgets for FY 1996 - FY 2000 that 
would have occurred without the Chrysler proposals. These savings total $1,472 
billion for the period. 

• These savings consist of miscellaneous program terminations and reductions at 
NOAA and ITA, FTE/administrative reductions and the President’s 
Reinventing Government initiative. The FTE and administrative savings result 
from the requirement of current law (Pub. L. No. 103-226) to reduce FTE by 
272,900 by FY 1999, and Executive Order 12837 to reduce administrative 
expenses by 14 percent by FY 1997. 


When you recognize that the reductions called for by H.R. 1756 relate more to 
program reductions wholly apart from the dismantling of a Cabinet Dqrartment and then 
correct for the errors and otter omissions in the cost estimates, it is clear that dismantling 
Commerce is not a money saver. But more importantly, the bill completely ignores the real 
costs to the economy. Commerce is an investment in the competitiveness of American 
business. Trade advocacy will suffer under the bill, and that will mean fewer exports as our 
trading partners will gleefully capitalize on our weakness. Technological advances will be 
delayed, and that will make our products less competitive. Enforcement of the unfair trade 
laws will be undermined, and that will threaten U.S. jobs. The bill is a classic example of 
"petmy-wise and pound-foolish" — it doesn't address the deEcit problem, it exacerbates it by 
imposing hidden costs that will result in lower economic growth and fewer jobs. 

Before the Subcommittee concludes its deliberations on H.R. 1756, 1 encourage it to 
look carefully at Commerce programs. If we are to examine how best to oiganize the work 
of the Department, it is critical to understand exactly how Commerce programs help make 
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the Nation more competitive. The Administration believes Commerce programs are essential 
for the long-term health of the economy and are an investment in the future. 

INTERNATIONAL TRADE ACTIVITIES 

Over the past seven years, U.S. exports of goods and services accounted for over 
one-third of U.S. economic growth, and export-related jobs grew six times faster than total 
employment. The Dqtartment of Commerce through its International Trade Administration 
(ITA) has the primary responsibility to advocate for U.S. exports. The Department of 
Commerce has staff devoted solely to helping U.S. companies increase their exports. 

We devote over 80 percent of our trade promotion resources at ITA to small- and 
medium-sized businesses. That translates into answering mote than 2,300 faxes and calls at 
the Trade Information Center and other Commerce offices every day. Anyone can walk into 
or call one of our 73 domestic offices, including nine "one-stop” export assistance centers co- 
located with the Small Business Administration and the Export-Import Bank and its partners. 

In considering changes to the trade functions at Commerce, one needs to keep in mind 
that there is ample evidoice ttet the current structure is working. In 1994 alone. Commerce 
generated 4,000 export success stories with small- and medium-sized companies. In 
addition, I have led Presidential Trade Missions to Russia, China, India, South America, 
South Africa, and other booming export markets. As noted above, our advcxtacy helped 
produce some $4S billion of foreign business deals in 1994, with $20 billion in U.S. content, 
supporting over 300,000 person years of employment in America. By energizing the Trade 
Promotion Coordinating Committee and our own trade promotion programs, we have 
enhanced trade finance services, improved the delivery of trade information, identified new 
markets with high growth potential, and provided high-level advocacy for American business. 

We believe we have put together a solid organization at ITA well suited to deliver the 
services needed by American businesses. 

o ITA’s Trade Development oHke brings industry expertise to the table and provides 
essential analytical infonnation on hundreds of industries, from the most b^ic to 
emerging high-tecbncriogy industries. This expertise is not found anywhere else, in or 
outside government, and was especially critical to the successful conclusion of the 
recent U.S.-Japan Automotive Agreement. Moreover, Trade Development will play a 
central role in monitoring this agreement to ensure compliance, which may be more 
important than the agreement itself. Our Advocacy Center acts as a catalyst to boost 
the chances of Ammkan firms, both large and small, winning major international 
projects. 

o ITA’s International Economic Policy office combines country market information and 
policy analysis. It offers expertise on the commercial environment of all of our 
trading partners, including expertise on laws, regulations, tariffs, product standards 
and the investmeiit climate. Again, no other organization provides this in-dq>th 
knowledge about doing business abroad. 
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o ITA’s U.S. and Foreign Commercial Service, with its worldwide network of 134 

offices in 69 countries and its 73 domestic offices, provides small business with direct 
access to the counseling and marketing information they require to export 
successfully. The officers of the Commercial Service are small business’ direct link 
to the global marketplace. Their sole function is export promotion, and they provide 
unparalleled counseling, advocacy, market research and other services to American 
business. There is no other Federal provider for these services and no state or 
private-sector provider that can offer the same level of cost-efficient assistance to 
smaller exporters. 

0 ITA’s Import Administration admirtisters the antidumping and countervailing duty 

laws to provide American firms relief from unfair competition by foreign companies 
and governments. Trade law action has been critical to the competitive health of the 
American semiconductor and steel industries. 


The Bureau of Export Administration (BXA) is the other major trade agency within 
Commerce. We believe the export control system works best when the chief agency 
responsible for its implementation is focused on industry’s concerns. As part of the 
Commerce Department, BXA is uniquely situated to administer, from an economic point of 
view, national security, non-proliferation, foreign policy and short supply export control 
programs that have a significant impact on U.S. industry. Each Department has its own 
mission, and placement of the export licensing function at State or Defense will unavoidably 
lessen the commercial focus. At Commerce, BXA brings industry’s concerns to the table, 
and because it represents those concerns, it is best positioned to further U.S. exporters' 
interests in making licensing determinations, while still considering national security and 
foreign policy goals. Moreover, moving export control enforcement to Customs would hurt 
our ability to aggressively enforce these laws. Much of what Commerce does is preventative 
- checking license applications against our lists of problem end-users and conducting pre- 
license checks overseas with the help of US&FCS personnel. That synergy would be lost if 
enforcement were moved. 

As with ITA, we believe the current organization of BXA is serving industry’s 
interests well: 

o We have eliminated obsolete and inefficient controls and streamlined the export 
control process, without jeopardizing national security, freeing up $32 billion in 
exports. 

o We have developed a new comprehensive export license review system that permits 
greater interagency participation in return for firm time limits and a disciplined 
dispute settlement process. 

To eliminate these successful trade promotion efforts or move the Bureau of Export 
Administration from the Dq>artment of Commerce to somewhere else in the government 
would relegate U.S. companies of all sizes once again to second-place stams in international 
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competition. And the commercial stakes are sky-high. By the year 2010, for example, 
world imports of our trading partners are expected to increase in real terms, by more than 
$2 trillion over today's level. Infrastructure development projects alone are estimated to be 
at least $1 trillion in Asia by the year 2000 and to approach $500 billion in Latin America 
over the next decade. 


While ITA and BXA are Commerce’s major trade agencies, other bureaus also have 
substantial involvement in critical trade issues. One increasingly important international 
trade activity at the Department is performed by the National Institute of Standards and 
Technology in providing critical technical support for international negotiations regarding 
prxxluct standards, conformity assessment practices, and standards infrastructure. Recently, 
the NIST laboratories have expanded their standards activity to help industry avoid or 
overcome technical barriers to trade. For example: 

o NIST has forged new, stronger relationships with the private sector’s voluntary 
standards community, and it has strengthened its own standards-related activities. 
NIST is working to eliminate non-tariff-related barriers to trade, which would result 
in an additional $20 to $40 billion in U.S. exports. In 1994 alone, NIST participated 
in and provided technical support to more than 800 national and international 
standards committees. In fact, about one-fourth of NIST technical staff formally 
contribute their eiqieitise to the efforts of national and international voluntary 
standards organizations, chairing about 120 committees. In addition, on behalf of the 
U.S. industry, NIST is involved in implementing technical standards that support the 
GATT and the NAFTA. 

0 NIST labs are helping to keep open markets by helping to develop Mutual 

Recognition Agreements (MRAs) that specify conditions under which testing for 
conformance with foreign and international standards can be done in the United 
States. The agreements can eliminate costly debys that result when products must be 
returned to the United States after failing conformance testing in a foreign market. In 
the last several years, NIST has expanded efforts in the European Union and some 20 
individual countries to promote MRAs and harmonization of standards. To further 
this goal, NIST established a National Voluntary Conformity Assessment System 
Evaluation Program to evaluate and recognize U.S. testing bboratories, accreditors, 
certifters, and quality assurance organizations with demonstrated competence in 
determining whether products satisfy foreign regulatory requirements. 


The National Telecommunications and Information Administration (NTIA), which 
serves as the President’s chief adviser on telecommunications and information issues, b 
increasingly involved in international trade issues associated with telecommunications and 
information. With over $590 billion in aimual revenues, the telecommunications and 
information sector b massive. By the year 2000, telecommunications and infonnation-rebted 
industries will account for approximately 20 percent of the entire U.S. economy. And by the 
early 21st Century, the global information in^stry could reach $3 trillion. 
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Given the sheer size of the telecommunications and information market, a significant 
part of our economic success depends on our being able to compete around the world in this 
market. We will not be able to compete if other countries continue to protect their monopoly 
telecommunications providers. If NTIA, with its telecommunications regulatory and policy 
expertise, can persuade them to open their markets to competition, we can expect great 
success because of our competitive strength in this sector. 

Placement of NTIA in the same Department as ITA provides a "one-two” punch in 
support of American telecommunications firms. NTIA lays the policy groundwork for 
opening global telecommunications markets so that ITA can then help U.S. businesses as 
they pursue specific ventures in those markets. For example: 

o Earlier this Summer, NTIA participated in bilateral discussions in Brussels regarding 
the opening of European telecommunications markets. The day after our meeting, the 
European Commission adopted an accelerated telecommunications liberalization 
timetable. This will directly benefit U.S. companies who are eager to compete and 
invest abroad. NTIA has spent the last two years on similar missions, working to 
convince other countries to dramatically change the way they operate their 
telecommunications networks to encourage more openness so that U.S. businesses can 
compete. 

o Through the combined efforts of ITA and NTIA, we helped NYNEX win a complex 
bid to install a global telecommunications system known as FLAG (the Fiberoptic 
Link Around the Globe) which, when complete will be the longest undersea 
telecommunications cable, connecting Southeast Asia, the Middle East, and Europe. 
The project’s value has been estimated at $1.4 billion with $900 million in U.S. 
content, supporting 10,000 U.S. jobs. 

o In March, NTIA, together with ITA, promoted U.S. industry interests abroad through 
the Latin American Telecommunications Summit. In addition to providing an 
important opportunity for countries in Latin America to meet and discuss important 
telecommunications policy issues facing the region, a principle puipose of the event 
was to promote the interests of U.S. telecommunications service providers and 
equipment manufacturers in Latin America — one of the world’s fastest growing 
markets for communications services and equipment. This event led to millions of 
dollars in contracts for U.S. industry participants. 


Another essential element to international competitiveness is protection of intellectual 
property rights. Strong intellectual property protection enables American inventors to gain 
the full benefits of their creations, stimulates more irmovation, and protects businesses and 
consumers from unfair trade practices. The Patent and Trademark Office (FTO) within the 
Department plays a central role in the Administration’s efforts to provide better protection of 
intellectual property, particularly in the international arena, such as enforcement of bilateral, 
regional and global agreements, as well as U.S. trade law. As with ITA and NTIA, PTO 
plays a key role, providing expertise not found elsewhere within the Government, to suf^rt 
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international negotiations. Highlighting the role that PTO plays in stimulating innovation and 
trade, just recently we have seen: 

o A TRIPs^ Agreement in GATT which establishes intellectual property protection 
standards for more than 1 10 countries; 

o A U.S. -Japan Agreement eliminating dependent patent compulsory licensing in Japan; 

and 

o A series of negotiations, including the Trademark Law Treaty and Protocol to the 
Berne Convention for the Protection of Literacy and Artistic Works, to protect all 
forms of intellectual property around the world. 


Another way the Department contributes in the trade arena relates to environmental 
and fishery issues. The coastal zone of the United States serves as an international gateway 
for trade and commerce. Moreover, the national interest in managing our ocean and coastal 
resources must be pursued in light of various international commitments. The National 
Oceanic and Atmospheric Administration (NOAA) provides key expertise to support 
international negotiations concerning environmental issues. In addition, NOAA's expertise in 
environmental technologies provided essential support to ITA’s export promotion efforts. 

For example: 

0 By promoting the development of environmental technologies, NOAA creates high- 
quality jobs, builds the national civilian technology base, and provides the world with 
tools to protect the environment. For example, Hewlett-Packard and Riverside Tech- 
nology, Inc., have won contracts to furnish the hardware, software and systems - 
based on technology development funded by NOAA - needed to operate the Water 
Resources Forecasting System in China. 

0 NOAA provided critical support to ITA in connection with a $1.4 billion contract 

with a consortium led by the Raytheon Company for the construction of the Amazon 
Surveillance System in Brazil. It will result in an estimated $700 milli on in U.S. 
exports. Even better, Raytheon expects it to create or sustain 20,000 jobs, in as 
many as 20 states, including, Alabama, New York, Maryland, Texas, Kansas, 
California, New Jersey, Delaware, North Carolina, Florida, Georgia, Vermont, and 
several others. This deal would not have happened without the availability of 
Commerce’s trade, technology and environmental resources and the aggressive 
advocacy on behalf of the consortium by Commerce. 

o NOAA’s Aeronomy Laboratory is leading the search for an "ozone solution" by 
studying the atmospheric fate and lifetime of substances that are proposed as 
substitutes for ozone-depleting chlorofluorocarbons (CFCs). The Montreal Protocol 
on Substances that Dqtlete the Ozone Layer has set a strict timetable for the 


’"TRIPs" stands for "Trade-Related Aspects of Intellecmal Property Rights." 
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elimination of CFCs and halons, and industry is active in the search for alternatives 
for use as refrigerants, propellants, commercial solvents, and so on. The suitability 
of any given alternative compound depends on determining its potential effects on the 
ozone layer. NOAA research on the atmospheric chemistry of CFC substitutes has 
had a major impact on both the international policy and industry decisions regarding 
the selection of suitable replacements for the ozone-destroying compounds. This 
research can result in considerable cost-savings to industry and help mitigate damage 
to the stratospheric ozone layer. 

o The National Ocean Service provides direct services that aid the competitiveness of 

U.S. exports and the ports and harbors that move the more than $500 billion worth of 
U.S. goods bound for overseas every year. Modernization of NOAA’s nautical 
charting and the installation of real-time water level, tide and current stations are 
providing more accurate data on actual conditions in our ports and harbors. This 
allows vessels to better maximize their loads and time their arrivals and departures, 
lowering the costs of shipping U.S. grain, other agriculmral products, minerals, and 
manufactured goods overseas. At the same time, these services reduce risks of 
marine accidents, which make U.S. ports more attractive and in the long run reduce 
costs and the risk of environmental damage to our nation's coastal waters. 


The Department of Commerce also provides key support for international trade 
matters through its statistical activities. The Bureau of Economic Analysis provides 
significant data on the balance of payments, international trade in services, foreign direct 
investment, and other international transactions which are used to support trade and policy 
decisions. Indeed, Just last week, the National Academy of Sciences released a report, 
"Following the Money: U.S. Finance in the World Economy,” that underlined the 
importance of BEA’s data on international capital transactions and the need to continue 
BEA’s program for improving these estimates. The Census Bureau also provides significant 
foreign trade data that is used by the exporting community for analysis and business 
decisions. Their parent organization, the Economics and Statistics Administration, provides 
our exporters with a comprehensive array of trade data through STAT-USA, the National 
Trade Data Bank and other data products. 

Finally, I would note that the United States Travel and Tourism Administration 
(USTTA) has provided valuable information on the tourism industry. Critical functions 
within USTTA need to be retained along with other essential trade promotion functions at 
Commerce. We expect that the upcoming White House Conference on Tourism will address 
important questions about how best to support tourism in this country. 


COMPETmVENESS ACTlVlTUiS 

As noted earlier, "trade" is not something that only happens in foreign countries. 
Everyday, American firms and workers must battle fierce and relentless foreign competition 
for market share right here in the United States - the single largest economy in the world. 


12 



121 


That’s is why it is not enough to focus on increasing U.S. expons abroad. Today, more than 
ever, it is the development and use of technology that drives economic competitiveness, 
thereby stimulating economic growth, increasing living standards, and helping create and 
maintain good jobs in the United States. American workers and firms must be ready and 
able to create and sell products and services that are the most innovative and productive in 
the world. That means as a nation we must maintain our investments - both public and 
private — in research and development, the seed com of our economic future. 

Indeed, it is a mistake to let the need to reduce the deficit cloud our judgment when it 
comes to trade and technology programs. The United States currently ranks last among our 
major trading partners in public expenditures for export promotion relative to the size of our 
economy. Compared with Japan and Germany, the United States spends less on non-defense 
R&D as a percentage of GDP. At a time when our trading partners have taken seriously the 
need for public-private partnerships that promote economic competitiveness, we dare not 
pretend that we can tetura to an era of American trade preeminence by legislative fiat. 

The fact is that for too long, U.S. companies were shut out of lucrative foreign 
markets or repeatedly lost bids for international contracts, while foreign governments 
aggressively promoted the interests of their firms abroad. Smaller manufacturers in the 
United States, unable to modernize quickly enough and meet payroll, laid off workers and 
closed their plants in the face of fierce and relentless competition. And rqx>rt after report 
told us that the United States was losing ground in virtually every area of high technology - 
from automobiles to semiconducton ~ but when it came to investment in iimovation, the 
Federal government stood idly by. 

Stimulating innovation is critical to economic growth, job creation, and boosting 
exports. We can have the world’s best export promotion services, but if we don’t have a 
competitive R&D base and strong technology infrastructure, it’s not going to make any 
difference. And today, American business faces stiff international competition in one field 
after another. Cycle times - the time from iimovation to product ~ have shortened in most 
industries. We can no longer hope that a technological breakthrough spurred by a national 
security need will lead to a product that will be first to reach the market. In ar^tion, trade 
is a two-way street If we do not invest in new technology ~ for new products, cost- 
reducing processes, and high-tech services ~ we will not only lose export opportunities, but 
we will also lose our own domestic markets to imports. 

Over the past half century, nearly SO percent of our nation’s economic growth hgs 
been related to tte development and use of technology. Yet, today, research and 
development trends are of concern. In the United States, public and private sector 
investment in R&D has been anemic for more than a decade, declining from an aimual 
growth rate of 4 percent from the 1980’s to l.S percent for the first three years of the 
1990’s. To meet fierce and relentless foreign competition and stockholder expectations, 
many U.S. companies have front-loaded investments, choosing to pursue short-term 
goals and commercialize products more quickly. Today, U.S. companies invest less than 
S percent of their R&D in long-term, ris^ projects, creating a gap between federally funded 
basic research and private sector product and process develc^ment. Moreover, since 1992, 
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companies like AT&T, General Electric, IBM, Kodak, Texaco, and Xerox — world 
renowned for their investment in long-term R&D — have dramatically reduced their R&D 
spending. 

At the same time, international pressures keep rising. The Wall Street Journal reports 
that major high-technology companies overseas increased R&D spending 23 percent from 
1988 to 1993, while U.S. funding remained flat. For years our competitors have consistently 
invested a higher percentage of their resources in non-defense R&D than the United States, 
with Japan investing 35 percent more than we do on a per capita basis and Germany 
investing 30 percent more. In addition, emerging economic powers - China, India, Taiwan, 
Singapore, South Korea — have been aggressively promoting investment in R&D and 
deployment of technology. This year the United States ranks 28th in the world in the 
percentage of public R&D funding dedicated to supporting civilian or market-oriented uses. 
This puts us just ahead of the Czech Republic. 

Lack of adequate investment in R&D is taking its toll on America. Based on OECD 
designations, the United States trade balance in "high tech" manufacturing industries has 
steadily eroded for the past IS years and been negative for a decade. Even when counting 
only the most technologically advanced product categories, our trade surplus in these 
"Advanced Technology Products” -- which includes advanced materials, biotechnology, 
aerospace, electronics, flexible manufacturing, information and communications, and opto- 
electronics ~ has eroded by more than 20 percent between 1990 and 1993. By one measure, 
the U.S. erosion of market share in electronics has meant about $100 billion in lost sales 
between 1985 and 1989 alone. Likewise, the U.S. share of world markets for aerospace 
products declined from a high of 79 percent in 1970 to 62 percent in 1988. At today’s 
operating rates, this is equivalent to about 300,000 lost American jobs. 

Today, we seek - and need -- a different model, one which focuses explicitly on 
civilian industrial technology and better connects the Federal basic research mission to real- 
world private-sector commercialization. One in which private-public partnerships spur 
private sector investment in high-risk, long term innovations with broad economic impact. 
One which supports the deployment of technology to people who might not have the 
resources to find it on their own. One which maintains investments in our national standards 
labs. 


Our national capability to engage successfully in international competition is 
dependent upon our national technological prowess. Through the Commerce Department’s 
National Institute of Standards and Technology, this Administration is providing American 
firms and workers with the tools they need to meet the challenges of global competition. 
Efforts at NIST to promote international competitiveness include; 

o The Manufacturing Extension Partnership (MEP) whose 41 manufacturing centers in 
31 states ate helping the Nation’s 381,000 smaller manufacturers battle foreign 
competition by adopting modem technologies and production techniques. In 1994, the 
manufacturing extension centers’ staff made more than 10,000 site visits to smaller 
companies, during which they assessed company operations and recommended ways 
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to improve efficiency. Survey data of companies served by the MEP indicate an 8-to- 
1 payoff on Federal investment in tenns of increased productivity, better paying jobs, 
and enhanced competitiveness. 

o The Advanced Technology Program (ATP) helps fill the gap between basic and 
mission-oriented R&D ~ which accounts for the great majority of the U.S. 
Government’s R&D spending ~ and short-term commercial research, which accounts 
for almost all of the private-sector spending. The ATP provides cost-shared awards 
to companies and consortia for competitively selected projects to develop high-risk, 
enabling technologies — not products - that have huge economic potential but whose 
prospects are too uncertain to attract investment capital and whose benefits disperse 
too widely to permit a single firm to capture the resulting economic benefit. The 
early results of an analysis of ATP awards to date finds important new technical 
capabilities, creation of new jobs, new commercial opportunities — and some early 
growth - for U.S. firms and our technology base. Although the major benefits of the 
ATP will take years to realize, preliminary data from 34 small firms indicate that 
over 90 percent expect to add new employees within 5 years; of these half expect to 
add more than 2S employees. 

o The NIST Laboratories, which have had for nearly a century the constitutional 

mandate to "fix the standard of weights and measures.” Today, NIST labs remain 
focused on working with industry to develop the technical infrastructure that U.S. 
companies and workers need to compete and win in worldwide economic competition. 
Without sustained efforts by the NIST labs, U.S. firms in many emerging high- 
technology fields — such as biotechnology, optoelectronics, advanced manufacturing 
and materials, and high-performance computing and communications ■- will lack the 
underlying measurement technologies and standards necessary to make quality 
products for future global competition. 

Just as telecommunications and infoimation is an extremely important export market, 
we also must promote policies that ensure the competitive health of this sector within the 
United States. The National Telecommunications and Information Administration, consulting 
closely with the private sector, has taken a strong leadership role within the Administration 
on all issues involved in advancing pro-competitive policies to spur development of the 
National Information Infrastructure (Nil) and the Global Information Infrastructure (GII). 
NTIA has worked with the private sector to set forth blueprints for the Nil and Gn and 
implemented a grant program to demonstrate the potential of the Nil in local communities 
across the Nation, focusing on applications in the areas of education, medicine, and 
community networks. NTIA also developed a plan for release of 235 MHz of Federal radio 
spectrum to the Federal Communications Commission (FCC) for assignment to the private 
sector, which is expected to spawn a new generation of wireless telecommunications and 
information services. NTIA also was instrumental in developing the policy under which the 
FCC auctioned radio spectrum licenses, which will yield close to $9 billion for the Treasury. 

While there appears to be a consensus that the treatment of Commerce’s trade 
functions in H.R. 1756 is unworkable, I urge you to look carefully at the effect of the bill’s 
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neglect for investment in America’s technology infrastructure. Our national capability to 
engage successfully in international competition is dependent upon our national technological 
prowess. The fact is trade and technology are inseparable components of global 
competitiveness. 


In addition to its technology programs, the Department also promotes the 
competitiveness of American business through its other domestic programs. In recognition 
that economic growth must go hand-in-hand with environmental stewardship, the National 
Oceanic and Atmospheric Administration conducts programs designed to provide a better 
understanding of the connections between environmental health, economics, and national 
security. Commerce’s emphasis on "Sustainable Fisheries," including particular emphasis on 
emergency situations in the Northeast and Pacific Northwest, is saving fisheries and 
confronting short-term economic dislocation, while boosting long-term economic growth. 

o Commerce’s activities help create sustainable economic opportunity in the niulti- 

billion-doUar marine-fisheries industry. NOAA funding of New England fishermen, 
for example, has helped them establish an aquaculture cooperative that cultivates nori 
seaweed as a cash crop, resulting in $30 million in annual exports. 

o NOAA protects life and property and helps to predict and ameliorate man-made 
causes of longer-term climate change by improving environmental monitoring, 
prediction and assessment. NOAA weather research and monitoring has resulted in 
improvements that enhance the accuracy of hurricane track models. These models 
have reduced the size of the warning area, resulting in savings of $1 million for each 
mile of coastline that is not needlessly evacuated. 

0 By promoting the development of environmental technologies. Commerce creates 

high-quality jobs, builds the national civilian technology base, and provides the world 
with tools to protect the environment. 

o NOAA’s ocean and coastal management efforts have resulted in the development of 
estuarine research reserves, national marine sanctuaries and federally approved state 
coastal management programs. These management efforts successfully balance 
competing ne«ds of resource protection and economic development. Further, these 
efforts create appropriate Federal-state partnerships in ocean and coastal management. 

o NOAA helps improve understanding of the environment and the influence of human 
activities on the environment so as to make cost-effective decisions that are in keeping 
with sustainable development. For example, NOAA research is pointing towards 
more effective approaches to lowering die levels of surface-level atmospheric ozone in 
some areas of the country. This chemical's presence in the lower atmosphere 
adversely affects human health, crop productivity, and forest health. This new 
understanding can save billions of dollars in the commercial sector from misdirected 
regulatory actions. Additional large economic gains would result from the effective 
reduction of ozone’s impacts on health, agriculture, and forestry. 
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Because economic opportunity is not evenly dispersed to all communities and because 
of the dynamic nature of our economy, the Commerce Department includes programs to help 
areas respond to conditions of economic deterioration and dislocation. Under the 
Department’s economic development programs, we help communities build the capacity to 
plan and implement economic development strategies needed to respond to problems and to 
restore their job bases. The Economic Development Administration (EDA) provides grants 
to help communities fund the infrastructure improvements needed to support development. 

We have been particularly active ip helping communities respond to problems caused by the 
downsizing of the defense industry. With 70 major military facilities selected for closure or 
realignment in the first two rounds and an additional 49 major facilities identified by the 
Defense Base Realignment and Closure Commission for closure or realignment in the 1995 
round, the need for this assistance will continue to grow. Through the Minority Business 
Development Agency (MBDA), Commerce also helps increase the participation of minority 
businesses in the various sectors of the economy, thereby helping them increase employment 
in their communities. 

In St. Louis, which was among the first communities to be affected by defense 
cutbacks, EDA worked with local governments to support business needs, including 
manu^turing extension, export assistance, and business financing assistance. 
Additional funding was provided to support a revolving loan fund which has made 
loans totaling $770,000 to defense-injured businesses and leveraged an additional $1.2 
million in private investment, and created nearly 200 new jobs. 

In BufMo and Erie County, New York, which have suffered sigruficant economic 
deterioration, EDA supported a revolving loan fund which in part targets start-ups. 
Over $42 million in dit^ loans have been made including over 200 loans to 182 
companies, creating mote than 4,700 jobs in the two communities. 

In Los Angeles, the Minority Business Development Agency reports $1.1 billion in 
minority business enterprise contract and procurement awards, resulting in 21,000 
jobs in the greater Los Angeles area. 


Just as decisions regarding international trade opportunities demand accurate data, the 
ability of decisionmakers in both the private sector and the Government to promote economic 
opportunity and growth at home depends on the quality of the data available. The Census 
Bureau and the Bureau of Economic Analysis generate economic data on the gross domestic 
product, international trade, the population, r^ail sales, housing starts and demographic 
shifts that are critical to business’ ^ility to measure economic performance and make sound 
investments. By providing complete and accurate economic and demographic information 
and analysis as the foundation for improved public and private decisions. Commerce helps 
create the tools for U.S. businesses, workers, and communities to pro^r in an increasingly 
integrated world economy. 

A Bakersfield CA company, ASU and Associates, that locates sites for commercial 
and retail rqterations, particularly supermarket sites in areas that are not served or 
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under-served, recently used a wide variety of the Census Bureau’s demographic data 
to analyze and recommend three supermarket sites in areas that previously had none. 
When built, the new stores will create local employment and reduce the miles local 
residents have to travel to shop. 

For the past 20 years, McDonald’s has relied on demographic data and maps from the 
decennial census to perform market analyses and determine site locations for new 
restaurants. McDonald’s also uses Census’ TIGER Line files (digital map database 
files) to merge their own proprietary infoimation with detailed social and economic 
data from the decennial census for use in corporate planning. 

BEA’s information is available to business through news releases, its monthly Survey 
of Current Business, CD-ROMS, tapes, diskettes, and through ESA’s STAT-USA 
products. STAT-USA tuns the Economic Bulletin Board, a ten-year-old on-line 
service for current economic, business and trade information. Nearly 4,000 
customers subscribe to the service, including businesses of all sizes. STAT-USA also 
runs the government’s business and economic node on the information superhighway. 
STAT-USA has almost 1,500 Internet subscribers and has logged over 1.2 million 
inquiries in the last six months. STAT-USA also produces the National Trade Data 
Bank on CD-ROM, purchased by 6,(X)0 customers and available through libraries and 
DOC field offices to other businesses. 

In today’s global economy, economic competitiveness is seamless: trade policy opens 
opportunities for high-technology companies; technological proficiency is the base for 
continued economic development; and economic development will often turn on the wise use 
of environmental resources and responses to change. The Department of Commerce is where 
these connections are made. 


CONCLUSION 

The Administration is a strong advocate of Government reform as evidenced by the 
Vice President’s Reinventing Government initiative. But the kind of box shuffling proposed 
in H.R. 1756 is not going to make the government better and it is not going to save money. 
If one looks in Government for the various functions needed to foster the international 
competitiveness of U.S. firms, you can already find them at the Dqtartment of Commerce. 
While we can always improve our programs and will be happy to work with you to further 
streamline our tqierations, dismantling the Department will hurt our ability to meet the 
competition. Accordingly, I urge the Subcommittee to examine the arguments behind 
dismantling Commerce closely. We believe that the Commerce Department represents an 
investment in a competitive future. 


Thank you. 
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SUMMARY OF MAJOR REASONS FOR OPPOSING H.R. 1756, 
"DEPAR™ENT of COMMERCE DISMANTUNG ACT" 

1. ABOUSHMENT OF THE DEPARTMENT OF COMMERCE (Title I). The Chrysler 
bill abolishes the Commerce Department and establishes a Commerce Programs Resolution 
Agency to wind-up the affairs of the Department over the course of three years. Numerous 
existing programs would be terminated, while others would be transferred to other agencies. 
The bill also limits expenditures for each remaining function for all future fiscal years 
to 75 percent of the total amount expended to perform that function during fiscal year 1994 
(§ 310). 

o RESPONSE: In an intensely competitive global economy, the U.S. Department of 
Commerce has emerged as American business’ surest ally in job creation: a vital 
resource base, a tireless advocate, and a Cabinet-level voice for the private sector. 

No other Department can make this claim. While the bill includes a number of 
terminations, the bulk of Commerce programs would continue but would be dispersed 
to the President and 16 named agencies, at considerable cost to the taxpayer. Rather 
than diluted through dispersal ~ an unnecessary and expensive process - these 
functions should remain unified at a Department of Commerce. This will ensure that 
the business community continues to have a forceful advocate in Cabinet deliberations 
on economic issues. Moreover, reducing expenditures for Commerce functions not 
otherwise eliminated to only 7S percent of 1994 totals for each fiscal year is an 
unworkable approach to deficit reduction. Under this a]^roach, even those activities 
that the sponsors of the bill acknowledge are vital to the Nation’s interest carmot be 
meaning^Uy performed. This provision appears to have been drafted without any 
understanding of its implications for Commerce programs. 


2. SM: ABOUSHMENT OF THE ECONOMIC DEVELOPMENT ADMINISTRA-nON 

(§ 201). The bill terminates immediately EDA’s grant programs and abolishes the agency. 

It transfers portfolio management with ret^t to the defunct loan programs to Treasury . 

o RESPONSE: EDA is the only agency in the Federal government that conducts a 
special program to assist communities in carrying out strategic plans to adjust to 
changes caused by the downsizing of defense programs. With 70 major facilities 
selected for closure or realignment in the first two rounds and an additional 49 major 
facilities identified by the Defense Base Realignment and Closure Commission in the 
1995 round, funding needs of impacted communities will increase. Termination of 
EDA would also deprive communities of public works and planning assistance that 
can be critical in hewing communities address regional problems of economic 
deterioration in order to preserve or expand their job bases. 


3. TRANSFER OF THE BUREAU OF EXPORT ADMINISTRATION 

FUNCTIONS ($1 202-203). The bill transfers export licensing fiinctions of BXA to State 
(other than short supply which would reside with the President) and transfers export 
enforcement functions to Treasury . 
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o RESPONSE: As a part of the Commerce Department, BXA is uniquely situated to 

administer, from an economic and commercial point of view, export control programs 
that have a significant impact on U.S. industry. Because other departments have 
different missions and objectives, no other is as well-positioned to balance fairly the 
various concerns of commercial need, national security and foreign policy when 
making licensing decisions. Licensing and enforcement responsibilities should not be 
split because each function benefits from its links to the other and because only BXA 
has the enforcement capability specifically dedicated to export control and anti-boycott 
enforcement. 


4. ITA: TRANSFER AND TERMINATION OF VARIOUS INTERNATIONAL TRADE 
FUNCTIONS (§ 204). The bill eliminates the International Trade Administration, 
transferring to USTR a number of functions (including those related to antidumping and 
countervailing duty (AD/CVD), the foreign operations of US&FCS, and various export 
promotion and textile functions), and divides others between Ti-Msurv and ITC . The bill 
abolishes a number of offices and functions, including the domestic iterations of US&FCS, 
regional and country analyses needed for suixtiting international negotiations and trade 
promotion, and the Committee for the Implementation of Textile Agreements (CTTA). 

o RESPONSE: Breaking up and dispersing the International Trade Administration 
(ITA) among a number of agencies makes no sense economically or 
programmatically. ITA is an integrated whole and has one mission: to help U.S. 
companies sell products abroad and suix>tt U.S. jobs at home. TTA-led efforts 
during 1994 resulted in U.S. firms winning foreign business deals with a U.S. export 
content of approximately $20 billion, thus supporting over 300,000 jobs. Transfer of 
functions to other agencies with differing missions will detract from this focus on 
exporting. 

- Abolishing the domestic eiqxtit promotion field offices and eliminatin g the sources 
of sectoral, regional and country analyses needed to support trade promotion and 
international negotiations would deprive American companies, particularly small- 
and medium-sized companies, of the tools needed to betxtme successful exporters 
and would place the United States at a disadvantage with its trading partners. 

~ Transfer of major functioiis to USTR would change the nature and character of the 
Office of the USTR, which is currently a small trade-negotiating agency that 
serves as the President’s adviser on tr^ matters, and entangle it with a myriad of 
diverse programmatic re^xmsibilities. Moreover, negotiation of U.S. trade 
agreements and administration of the AD/CVD laws should remain sqtarate to 
avoid subjecting decision-makers to pressure to make trade-offs between issues in 
negotiations and AD/CVD enforcement. 


S. ECQ: TRANSFER OF THE PATENT AND TRADEMARK OFFICE fS 2051. The bill 
transfers the PTO to Justice and requiting it to be hilly funded by fees. 
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o RESPONSE: The PTO is properly part of the Commerce Department and should not 
be affiliated with the Justice Department. Justice is primarily an enforcement agency. 
Because the function of the PTO under the Constitution is to promote commerce by 
registering trademarks and to promote technological growth by granting patents, it 
makes more sense for the PTO to report to the Commerce Dqrartment, whose 
mission is to promote industry and trade. The PTO also plays an important role in 
international negotiations on intellectual property protection, such as in NAFTA and 
the Uruguay Round agreements and the recent agreement signed with Japan. This too 
is a role that fits well with other Commerce responsibilities. Moreover, there would 
be no savings in moving the PTO to Justice since the PTO is already fully supported 
through fees. 


6. TA/NIST : ABOUSHMENT OF THE TECHNOLOGY ADMINISTRATION AND 
TERMINATION OF TECHNOLOGY PROGRAMS (§ 206). The bill proposes to aboUsh 
the Technology Administration, the only Federal agency whose primary concern is the 
competitiveness of the Nation’s technology base. The bill would terminate the Office of the 
Under Secretary for Technology and the Office of Technology Policy, eliminate vital 
programs such as the Advanced Technology Program and Manufacturing Extension 
Partnership (§S 206 and 212), and attempt to sell off the NIST laboratories and the National 
Technical Information Service (NTIS). 

o RESPONSE: Technology is the engine of economic growth. In a world where 
technological leadership means the difference between prosperity and economic 
decline, the Department of Commerce’s Technology Administration (TA) plays a 
unique and critical role in creating an environment in which U.S. industry can 
flourish. 

- The Technology Administration and Office of Technology Policy are effective 
agents in promoting our nation’s competitiveness and encouraging U.S. companies 
to pursue technology innovation. 

- NIST serves a vital and necessary role in the Department of Commerce’s civilian 
technology and trade mission. NIST contributes technical expeitise and 
knowledge gained from extensive interaction with industry to DOC’s mission. In 
carrying out its mission, NIST also draws upon the expeitise of other agencies of 
DOC on trade and economic issues. 

- NIST labs perform infrastructure research that is ^ropriately performed by the 
government and which is inseparable from the important standards and 
measurement functions the bill proposes to move to NSF. 

- The Advanced Technology Program (ATP) is a highly competitive, merit-based, 
cost-shared program which provides a mechanism for extentUng U.S. industry’s 
technological reach in today’s fiercely competitive global marketplace. By 
abolishing the Manufacturing Extension Partnership, the bill would dismantle a 
nationwide network of community- and state-led technical programs that is heating 
smaller manufacturers adopt tKw technologies. 
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Selling off the NTIS data collection would threaten the existence of an important 
comprehensive collection of scientific and technical data, as well as the access to 
the collection by the Federal government and the private sector. NTIS already 
supports itself fttlly through fees. 


7. ESA: TRANSFER OF THE CENSUS BUREAU AND BUREAU OF ECONOMIC 
ANALYSIS (§§ 207-208). The bill transfers the Census Bureau to Treasury and the 
Bureau of Economic Analysis to the Federal Reserve System . 

0 RESPONSE: These proposals represent a false economy since the bill maintains the 
bulk of the Department's statistical programs and simply "re-houses' them in different 
parts of the Government. By dispersing Commerce’s statistical agencies across the 
government, the bill could jeopardize the quality and integrity of the economic and 
demographic data that American businesses and policymakers rely on to make vital 
decisions about the future. Commerce is an ideal home for the hub of the statistical 
system because it does not contain the tax (Treasury), regulatory (Labor - OSHA), 
and monetary policymaking (Federal Reserve) authorities that exist in the agencies 
where Census and BEA are slated to go under the bill. Such transfers would 
compromise the indqtendence of the statistical agencies and threaten the confiden- 
tiality of the information that individuals and businesses report. For example, moving 
BEA to the Fed would undermine the vital indqiendent credibility and function of 
each. It would open them both to justifiable charges of conflict of interest to have the 
Fed oversee and fund the producer of the very data it uses to form its view of the 
economy. As a recent editorial in The Journal of Commerce put it, the transfers 
contemplated in the bill try to stick "square pegs in round holes." 


8. NTIA : TRANSFER OF THE NATIONAL TELECOMMUNICATIONS AND 
INFORMATION ADNaNISTRATION AND TERMINATION OF GRANT PROGRAMS 
(§§ 209-210). The bill rqteals the grant programs of the National Telecommunications and 
Information Administration and transfers its spectrum management and other functions under 
its organic statute to the FCC . 

o RESPONSE; Telecommunications and information have become the world's largest 
economic sector, generating more than $590 billion in annual revenues and employing 
about 3.6 million workers in the United States. In an environment where sound 
telecommunications policy is essential to the future competitive health of the U.S. 
economy, NTIA, the principal Executive Branch voice on these issues, plays a crucial 
leadership role in setting domestic and international telecommunications and 
information policy. It has, for example, been instrumental in promoting the 
development of and access to the national and global information infrastructure. 
Terminating NTIA’s policy functions could undermine the future prosperity of the 
United States. 

NTIA also manages the Fdderal government’s use of spectrum for, among other 
things, national defense, public safety, and natural resource management. Relocating 
NTIA’s spectrum management functions to the Federal Communications Commission 
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(FCC), an independent regulatory agency, could well be a recipe for disaster By 
assigning this function to an agency that generally operates outside the established 
Executive Branch coordination process and disregarding NTIA’s spectrum 
management and policy expertise, the bill would threaten Government missions, 
including national security and emergency preparedness. Transferring management of 
the Federal spectrum to the FCC would also raise concerns regarding interference 
with the President’s constitutional authority, particularly his authority with respect to 
the national defense and foreign affairs. 


9. NOAA : TRANSFER. TERMINATION AND PRIVATIZATION OF THE FUNCTIONS 
OF THE NATIONAL OCEANIC AND ATMOSPHERIC ADMINISTRATION (§ 211). 

The bill dissolves NOAA and transfers, privatizes or eliminates its functions; and reduces 
funding for remaining functions by at least 2S%. The bill transfers fisheries science and the 
National Weather Service to Interior : fisheries enforcement to Transportation : and mapping 
to Defen.se . The bill seeks to privatize the National Environmental Satellite, Data and 
Information Service (NESDIS) data centers and eliminates the Office of Oceanic and 
Atmospheric Research and fisheries grants. 

o RESPONSE: Massive restructuring would eliminate synergies in NOAA which 

promote the missions of describing and predicting changes in the Earth's environment 
and conserving and managing the Nation’s coastal and marine resources to ensure 
sustainable economic opportunities. The Chrysler proposal is shortsighted because it 
fails to recognize the unique namre of NOAA services, which provide cost-effective 
benefits to the entire Nation. NOAA’s mission involves basic responsibilities of the 
Federal government for ensuring general public safety, national security and 
environmental well-being, and promoting economic growth. NOAA’s interdependent 
programs are particularly effective because they are coordinated by a single agency. 

- Moving science to Interior, without transferring management and other functions, 
would harm the effectiveness of Federal effoits to manage fisheries. The lack of 
integrated scientific, management and enforcement oversight would endanger 
resources and industry viability. 

— Commerce is the only Federal agency which integrates economics, environment, 
technology and information to make the whole greater than the sum of its parts. 

~ Mixing of civilian and military charting functions will dilute both, with civilian 
and military charting responding to different taskings. 

* 

— Privatizing the data centers will threaten current international agreements for the 
free exchange of weather and environmental data. The continuous flow of data 
among participating governments would not be guaranteed, and a decrease in the 
amount of dam available to NOAA and the private and public sector would occur. 
There is no demonstrated market for the sale of the dam produced by the Centers. 

~ NOAA’s mission-driven research suj^rts operational improvements, resource 
management needs and scientific assessments of environmental phenomenon. 
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Privatization of these capabilities would eliminate agency synergies and would 
result in few Federal savings since data requirements remain the same. 

— Severe budget reductions would cri{q>le NOAA's essential national services that 
protect human lives and property, and contribute to a growing economy. For 
example, the Weather Service would be forced to reduce the number of stations 
operated in the modernized system from 118 to about 56 - NWS already is 
downsizing from around 300 offices to 1 18. 


10. MBDA. USTTA. EDA. NTIA . MT.srCT T AN FQUS ABOUSHMENTS fS 2121. 

In addition to providing for the ter minati on of EDA ($ 201) and transferring NTIA to FCC 
(§§ 209-210), the bill includes a provision that expressly abolishes four Commerce agencies: 
EDA, NTIA, the Minority Business Development Agency (MBDA) and the United States 
Travel and Tourism (USTTA). 

o RESPONSE: These agencies perform Ainctions vital to the Dqiaitment’s mission to 
ensure and enhance economic opportunity. EDA provides critical assistance to 
distressed regions of the country atxl NTLA oversees the increasingly important 
telecommunications sector within the Executive Branch. 

~ MBDA provides management and technical assistance to help minority-owned 
businesses overcome obstacles to their creation and expansion. This assistance 
helps these businesses grow, thereby helping increase employment opportunities 
within their communities. 

~ USTTA has provided valuable information on the tourism industry. Critical 
fiinctioas within USTTA need to be retained along with other essential trade 
promotion functions at Commerce. 
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Mr. Horn. Since that’s one of your favorite subjects, let me start 
with NOAA. These will be brief questions. I’ll yield the rest of my 
time to the chairman of the full committee. 

What percent of the department budget and personnel are now 
devoted to NOAA, the National Oceanic and Atmospheric Adminis- 
tration? 

Mr. Brown. Slightly less than 50 percent, Mr. Chairman. 

Mr. Horn. Less than 50. 

How much time on a typical day do you spend on the manage- 
ment of NOAA? 

Mr. Brown. Oh, a good deal of time. There is no tsqjical day for 
me, Mr. Chairman. I spend 

Mr. Horn. 'Two minutes on it? 

Mr. Brown. Oh, no, no. I spend a lot of time. And I would en- 
courage you to talk to our Under Secretary, Dr. Baker, and others 
in NOAA. 

And they will tell you that there has been no Commerce Sec- 
retary in recent history that has spent more time on these issues. 
These are complex issues, they are difficult issues. I spend a good 
deal of time on NOAA issues. 

Can I just teU you why, Mr. Chairman? 

Mr. Horn. Yes. 

Mr. Brown. Because it has to do with the whole issue of sustain- 
able development. And it’s one of the reasons why I believe NOAA 
belongs in the Commerce Department. 

I think it makes sense to talk about economic growth in the con- 
text of our ability to sustain development, to make sure that there 
is compatibility between our environmental stewardship concerns 
and our economic growth concerns. 

Mr. Horn. I understand that. 

What ideas have you given to NOAA in the last 21^2 years, you 
personally as Secretary, or your immediate staff? 

Mr. Brown. How we can privatize the fleet, because we’ve got an 
aging fleet, as you know; how we can do more with less. I under- 
stand that Congressman Chrysler made some statement about du- 
plication in satellites. 

There is no duplication in satellites. We took care of that. They’re 
now all under the management of NOAA; one of the major things 
that the administration has done to save money in that regard. 
Looking at the size of the NOAA corps and evaluating whether it’s 
still necessary, what can be privatized in NOAA. All of those kinds 
of suggestions are suggestions that I’ve made and that we have dis- 
cussed. 

Mr. Horn. Did you reach a conclusion that any of it could be 
privatized? 

Mr. Brown. We absolutely have, and part of that is in our budg- 
et plan that the President has submitted. 

Mr. Horn. The one for fiscal year 1996? 

Mr. Brown. The one for fiscal year 1996, and the one which is 
the balanced budgeting plan which goes further than 1996. 

Mr. Horn. On page 16 of your testimony, you talk about mis- 
directed regulatory actions. Are we talking about EPA as the au- 
thor of the misdirected regulatory actions on page 16? 
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Mr. Brown. Well, let me say, Mr. Chairman, as you know, I 
work as part of an administration. I am not just a freewheeler out 
there doing any old thing. I think I have proven to be a strong and 
effective advocate for American business and industry. I make the 
case within the Council of the Administration, make them to the 
President. I win some of those battles and I lose some of those bat- 
tles. 

Mr. Horn. Are we t alkin g about EPA? 

Mr. Brown. We talk about everything that has to do with regu- 
latory matters that I think are a hindrance to America’s competi- 
tiveness. 

Mr. Horn. WeU, I’m glad to see that the Secretary of Commerce 
is objecting to some administration actions on misdirected regu- 
latory activity. So I congratulate you. 

Now, is there an 3 d;hhig you would give up that is now in com- 
merce? 

Would you give up any little teeny-weeny thing in commerce? 

Mr. Brown. I would give up a lot of things if I thought they 
would be run more effectively and we’d save money. I haven’t 
heard any suggestions thus far, Mr. Chairman. 

Mr, Horn. Cim you name me one? I read every word in your 
statement. 

Mr. Brown. I will tell you what I would do. I would go in the 
other way to make government more effective and less costly. I 
would pull in some of the trade functions into the Commerce De- 
partment that are now scattered. I’d pull in some of the technology 
functions into the Commerce Department that are now scattered. 
I’d pull in some of the minority business development functions 
into the Commerce Department. 

Mr. Horn. What trade functions are you thinking of? 

Mr. Brown. Well, I’m not prepared to speak on behalf of the ad- 
ministration. I indicated earlier 

Mr. Horn. It isn’t on behalf, just your own personal views. 

Mr. Brown. My own view is that the work of the Trade Pro- 
motion Coordinating Committee, Mr. Chairman, has proven effec- 
tive, and it’s proven that by getting all of these agencies, and there 
are 19 agencies of the Federal Government involved in some way 
with trade — contrary to what Congressman Chrysler says, they are 
not duplicative. It is true they’re involved in trade promotion, but 
they’re not duplicative. 

The work of the Conunerce Department is not duplicative of the 
Eximbank. These are two different functions, both related to export 
promotion. So there are some who can make legitimate arguments 
that some of these functions would be better off under one roof. 

Mr. Horn. OK. So what particular department functions from 
which departments do you think ought to be added to Commerce? 

Mr. Brown. Well, let’s talk about some of the SBA functions. 

Mr. Horn. OK Some of those? 

Mr. Brown. Some of those, yes. 

Mr. Horn. Anything in agriculture? 

Mr. Brown. Well, could I finish? 

Two specifically, one in the international arena, I think the Com- 
merce Department ought to be handling all of the international 
matters, notwithstanding whether they’re for small business or for 
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big business. And the other is the minority business development 
area, where SBA has significant functions now which I think really 
belong in the Commerce Department. We’ve already had sugges- 
tions with Phil Lader and others in the leadership of SBA. 

Mr. Horn. My last question, as I recall, the President appointed 
you to be sort of czar for Caliifomia in terms of economic, jobs, et 
cetera. How much time do you spend on that compared to the time 
you spend on NOAA? 

Mr. Brown. Oh, I don’t know if I could allocate that. Certainly 
during the time, as you know, Mr. Chairman, of the natural disas- 
ters which took place, we gave considerable assistance to your con- 
gressional district, as we did through the Economic Development 
Administration. I spent a lot of time in California. 

Mr. Horn. Yes, the natural disasters I remember, the BRAC 
Commission, where Long Beach has suffered more than 46 States. 
So I wondered if the czar for California was doing anything. 

Mr. Brown. Well, as you know, Mr. Chairman, I was not on the 
BRAC Commission. As you know, the administration did not — 
raised serious questions about the recommendations made. They 
went counter to the administration’s recommendations. California 
bore a disproportionate burden for base closures, and that’s why we 
spent so much time, particularly with the Economic Development 
Administration, there in California. 

Mr. Horn. Yes, they spent a lot of time and nothing happened. 

Mr. Brown. Well, I can give you an accounting of the dollars 
that have flown from EDA into California, including into the chair- 
man’s congressional district. 

Mr. Horn. I’d love to see it. We’ll put it at this point in the 
record. 

Mr. Brown. Thank you, Mr. Chairman. 

[The information referred to follows:] 
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CALIFORNIA 

Economic Development 'Grant Redpients (FY 1994) 

(Giants exc^ing $250,000) 


P*irlpi^n^ 

Location 

Amount 

'MBpA • Iritefagen^ agreement - 

Los Angeles 

' 1,500,000 

Wee^C%of 

Weed 

656,000 

Califimia, State of 

Sacramento 

946,000 

Califixnia, St^ of 

Sacramento 

1,980,172 

Emerging Tedinologite Inc. 

Carmichael 

637,000 

California Environtment Vehicle Consort 

San Francisco 

1,964.861 

Bay Area Economic Forum 

San Francisco 

2,670,000 

JV: Silicon Valley Inc. 

San Jose 

2,100,000 

Ripon, City of 

RqKMl 

2,000,000 

Scotts Vall^, City of 

Scotte Valley . 

2,500,000 

Stanislaus, County of 

I-S &. Sperry Interchange 

1,900,000 

Center for Employment Training 

San Jose 

3,225,000 

Marina, City 

Marina 

900,000 

California State Universt^ 

San Jose . 

15,000,000 

Tdiachapi, Ci^ of 

Tehachapi 

624,635 

Veotuia, County of ■ 

San Buenaventura 

760,000 

Los Angeles, City of 

Los Angeles 

1,500.000 

Los Angeles, County of 

Monterey Park 

685,000 

Los Angeles. CiQr of 

Los Angeles 

1,800,000 

Valley Economic Development Center 

Los Angeles Area 

9,250,000 

Los Angeles. County of 

Monterey Park 

650,000 

Los Angeles County 

LosAngeles’ 

5,250,000 

Telacu 

■ Los Angeles 

5,400,000 

Fame Renaissance Corp 

Los Angeles 

2,200,000 

Compttm, City of 

Compton 

824.048 

San Diego, City Of 

San Diego 

1,290,156 

Coadiella, City of 

Ave 52 & Stale Route 86 

1.250,000 

Public Utility District 

Hcbcr 

704,956 

San Di^o, City of . 

San Diego 

4,779,798 

San Di^o, City of 

San Diego 

1,000,000 

San Bernardino 

San B^nardino . 

6,825,000 

Victor Valley Ed Authority 

Victorvinc 

4,500,000 

Victor Valley Ed Authority 

Victorville 

2,025,000 
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Mr. Horn. I know we’ve been helpful to your office in the World 
Trade Center, they’ve done a fine job. We tried to show them 
around the coixununity. 

I yield to the ranking minority member, Mrs. Collins. 

Mrs. Collins. Thank you, Mr. Chairman. 

Secretary Brown, before you came in, I spoke about the way the 
Department of Commerce has been instrumental in getting foreign 
governments and foreign purchasers to buy U.S. goods and serv- 
ices. I particularly pointed out some of the work that you did with 
Ra 5 d;heon. I wonder if you would tell me a little bit about how the 
Department worked with the Raytheon Corp. to win that $1.4 bil- 
lion contract from the Government of Brazil? 

Mr. Brown. Certainly, Mrs. Collins. And I might say that it’s a 
good example of the kind of synergy that exists within the Com- 
merce Department that some evidehtly would like to see broken up. 
It was the International Trade Administration, it was the Tech- 
nology Administration, it was NOAA, just to name three compo- 
nents, working together. This was highly competitive. 

This is the whole Amazon environmental project, which is crucial 
to a company like Ra 3 rtheon, which has basically been a defense 
contractor, and is now trying to convert using the technology it 
used in the defense area for civilian and commercial purposes. In 
the end, our major competitors were the French. 

It was assumed that the French were going to be victorious. We 
took a major trade mission to Brazil. I had the CEO of Raytheon 
accompany me. We worked side-by-side with an American company 
of great importance I think to the future of America. 

The degree to which we were successful I think is clearly indi- 
cated by the way the word was given. When the Brazilian Govern- 
ment decided that in fact Raytheon was the victor, it’s not only 
Raytheon, it’s many American companies that are subcontractors, 
I was called as Secretary of Commerce of the United States by the 
highest officials of the Brazilian Government to inform me that in 
fact an American company had won. They asked me to inform Den- 
nis Piccard, the CEO of Raytheon. 

That’s the kind of relationship that we developed. Not doing any- 
thing that the American company didn’t want us to do, but stand- 
ing shoulder to shoulder with American business and industry to 
try to be a strong and effective advocate. That is the only way you 
compete and win in this new tough global economic environment. 

The world has changed so dramatically as you know, Mrs. Col- 
lins, that we can’t just do all the things we’ve always done a little 
bit better. We’ve got to do some new and creative and dynamic 
things. 

And one of those things is forming a real partnership with the 
private sector, with the clear understanding that it’s the private 
sector that has to lead. As I often say, it’s the private sector that 
fuels the engine that pulls the train of economic growth and job 
creation. But we in government have responsibility to help clear 
the track, so that that train can run smoothly and quickly, and the 
Raytheon example is a good example of that. 
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Mrs. Collins. And there are others — ^there certainly are similar 
trade advocacies and success stories that you could tell us about, 
too, and Fm sure you will for the record. I will ask you to put that 
in writing. 

[The ii^ormation referred to follows:] 
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SUCCESS STORY 


BABCOCK & WILCOX Co. 

20 S. Van Buren, P.O. Box 351 
Barberton, Ohio 44203 
Congressional District; OH- 14 

Contact: Mr. Walter Boomer, President and Chief Operating Officer 

Tel: (216) 753^511 Fax: (216) 860-1886 

Market(s): Israel 

Babcock and Wilcox, a subsidiary of McDermott Inc., successfully negotiated a contract with the 
Israeli Electric Corporation to provide two 550 MW pulverized coal/oil-fired boilers for the 
Rutenberg power station in southern Israel. The total value of the project was 140 million, $89 
million of which represented the U.S. content. Eximbank offered the financing for the project. 
According to Tom Bauer, company official. Department of Commerce and the Embassy interest 
in the project as well as Secretary Brown's witnessing the signing of an agreement between the 
Israeli Electric Corporation and Babcock and Wilcox, helped the project to gain momentum in 
the final stages of the contract negotiations. Babcock and Wilcox plans to source boilers for tlie 
project from the United States. 

CLEARED 


Advocacy Center 
Contact: Raphiel Hampton 


Key: Ig 


United States Department of Commerce 
International Trade Administration 
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SUCCESS STORY 


TRW CIVIL AND INTERNATIONAL SYSTEMS DIVISION 

One Space Park 

Redondo Beach, CA 90277 

Congressional District: CA-36 

Contact: Mr. Paul Y. Sasaki, Vice President and General Manager 

Tel; (310)813-7860 Fax. (310)814-1085 

Market(s): South Korea 

In August 1994, TRW, a large California satellite manufacturer, was bidding on the Korean Multi- 
Purpose Satellite (KOMSAT) project. Competing for the project were another U S. company and a 
French firm. The Advocacy Center, housed at the Department of Commerce, coordinated the 
Advocacy Network's eflforts on behalf of the two American companies. 

Secretary of Commerce Ronald H. Brown met with Kim Chulsu, Korea's Minister of Trade, Industry 
and Energy in September 1 994. During the meeting, he hand-delivered a letter supporting the two 
American companies' bid for the $100 million project (estimated $30 million in U S export content). 
The letter fi'om Secretary Brown was addressed to the President of the Korean Aerospace Research 
Institute, the organization selecting the winning contractor. 

Three days after the Secretary's meeting with the trade minister, TRW contacted the Advocacy 
Center to report that the South Korean government had awarded the contract to TRW, thanking the 
Department and the Secretary for their support. The TRW spokesperson commented that "the 
Secretary played an important role in this win." This contract will support an estimated 275 U S 
jobs. 

CLEARED 


Oriffinatinp Office 

Key: Irg 

ITA Advocacy Center 

mfr 

Contact; Sandra Yacura/Mikc Miron 

bem 


adv 


job 


United States Department of Commerce 
International Trade Administration 
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SUCCESS STORY 


CH2M Hill International, Inc. 

6060 S. Willow Drive 
Greenwood Village, CO 80111 
Congressional District; CO-6 

Contact: Mr. Mike Ratliff, Director of International Affairs 

Tel: (202) 393-2426 Fax: (202) 783-8410 

Market(s): Brazil 

On May 30, 1995, CH2M Hill International, Ltd., a top environmental engineering firm with 
more than 6000 employees, was selected from five bidders to develop the Ribeirao Preto 
Wastewater Treatment Facility in Brazil. Within several months, finance arrangements will be 
concluded by CH2M Hill and the contract will be signed. Total initial project investment will be 
approximately $30 million and REK Construtura, Ltda. is the local consortium leader. The U S. 
export value may be up to $15 million and covers engineering services to design the facility, 
manage construction, and operate it during project development. With a Brazilian 
water/wastewater market estimated at $50 billion, winning this opportunity' represents a strategic 
victory for CH2M Hill and for U.S. component suppliers or others following this lead into the 
market. 

The Advocacy Center coordinated Under Secretary Jeffrey Garten’s visit with the Mayor of 
Ribeirao Preto to encourage selection of an American company. Secretary Ron Brown followed- 
up with a letter to the mayor einphasizing CH2M Hill's qualifications and expressing personal 
interest in the bidding outcome.'' Subsequently, U.S. and Foreign Commercial Service, senior 
commercial officer in Sao Paulo, Richard Ades, wrote one more letter to the mayor requesting a 
fair and competitive final decision. 

According to CH2M Hill executives, "throughout the selection process, the Department of 
Commerce did its best to ensure a fair and level playing field." 

CLEARED 

Orieinatine Offices 
PCS Sao PSulo 
Advocacy Center 
Concaci: Dave Earte 


United States Department of Commerce 
(ntcrnationa! Trade Administration 


key: Irg 
SVC 
bem 
adv 
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SUCCESS STORY 


MARTECH INTERNATIONAL, INC. 

599 South Barranca Ave. 

Covina, California 91723 
Congressional District; CA- 28 

Contact; Mr. David Brantingham, Vice President 

Tel: (818) 332-4232 ext, 3105 Fax (818) 339-7699 

Market: Bangladesh 

MI Environmental Services, a division of Martech International, Ine., a small firm of 
employees, won a contract, approved at all levels, to provide services to Petrobangla for $1.5 
million. 

In September 1994, Martech requested Advocacy Center assistance in winning a World Bank- 
funded contract to provide consultancy services for the development of an environment and 
safety management system for the Gas and Minerals Corp.(Petrobangla) of Dhaka, Bangladesh. 
In competition with European, Canadian and Asian firms, Martech developed a bid for state-of- 
the-art policies and procedures to ultimately be approved for this job. The company's winning 
strategy was to provide the best and appropriate technology and implementation experience from 
the U.S. at competitive pricing. 

Anticipating a very slow decision-making process on this project, Martech sought Advocacy 
Center intervention in contactirig three key people within the Bangladesh Government as well as 
working with Commerce's liaison office within the World Bank. Initial steps taken by the 
Advocacy Center included TPCC network coordination to have a letter sent by Chief , 
Economic/Commercial Section of our Embassy which supported follow-up visits by the 
company's president. 

President, Dr. H.A. Quazi, says " that success in winning this project was due in great part to the 
continuing attention by the Advocacy Center. Martech will engage four person years of 
engineering staff at its California location, in servicing this contract." 

, CLEARED 


Key: sml 
srv 
adv 


Originaline Office 
Advocacy Center 
Contact: David Earle 
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SUCCESS STORY 


MISSION ENERGY COMPANY 

18101 VonKarmon, Suite 1700 
Irvine, CA 92715-1007 
Congressional District: CA-46 

Contact: Mr. Bob Edgell, Senior Executive Vice President 

Tel: (714)752-5588 Fax: (714)757-4731 

Country; Indonesia 

Mission Energy Company, a non-utility subsidiary of Southern California Energy (SCEcorp), 
which also owns Southern California Edison Company, is spearheading SCEcorp's international 
private power development After three years of efibrt and assistance from Commerce's Jakarta 
ofiGce and the U.S. Embassy in Indonesia, Mission Energy and its partners were awarded a $2.6 
billion power plant contract, signed and witnessed by Secretary Brown during the APEC meetings 
in November 1994. U.S. content is estimated to be $700 million in goods and services. Ex-Im 
Bank and OPIC have committed to portions of the projea financing, and the financial closing is 
expected to be firudized in Fdjruary 1995. 

In 1991, Mission Energy and its partners submitted a tender for the Paiton Power projea, 
Indonesia's first private power plant. Extensive Embassy support was provided to Mission 
Energy throughout the extended development process and meaings were arranged with high-level 
Indonesian government ofiSdals. The Ambassador was instrumental in supporting the Mission bid 
and advocated continuously on their behalf with various Ministers and Ministry officials. All 
relevant sections of the Embassy provided ongoing support and assistance 

CLEARED 


Originating Office 
US&FCS Jakarta 
Contact: Michael Hand 


Key: Irg 
srv 
bem 
adv 


United States Department of Commerce 
International Trade Administration 
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SUCCESS STORY 


McDonnell douglas 

3855 Lakewood Blvd. 

Long Beach, CA 90846 
Congressional District: CA-38 

Contact: Mr. Mark Schlansky, Manager of Commercial Aircraft (DC. OfBce) 

Tel; (703)412-3832 Fax: (703)412-3914 

Market(s): People's Republic of China 

McDonnell Douglas reached agreement in 1992 to co-produce 40 aircraft in China. At that time, 
the agreement was to manufiicture a mixture of MD80 and MD90 planes. Soon after the 
agreement was signed, the Chinese requested that negotiations be re-opened. The second round 
of negotiations concerned the possibility of co-manufecturing 20 MD90s and direct purchase from 
California of a mixture of 20 MD80s and MD90s. This agreement was attractive to both sides, 
however, the Chinese were not able to gain final approval. 

The total value of the agreement was $1.6 billion. During his visit to Beijing, Secretary Brown 
raised this issue with all ^propriate high-level officials. The Secretary was able to help break the 
logam on the Chinese side to obtm final approval from the PRC government. The contract was 
signed on November 4, 1994 at the Department of Commerce in Washington, D C . and witnessed 
by Vice Premier Li Lanqing and Secretary Brown. 

CLEARED 


NOTE: President Clinton announced the agreement in a meeting with Senator Boxer and 

Senator Feinstein the day the agreement was signed ' 


Originating Office 
US&FCS China 
Contact: Steven Hendiyx 


Key: Irg 
mfr 
bem 
adv 


United States Department of Commerce 
International Trade Administration 
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SUCCESS STORY 


AQUATICS UNLIMITED, INC. 

2150 Franklin Canyon Road 
Martinez, CA 94553 
Congressional District: CA-7 

Contact; Mr. Thomas McNabb, President 

Tel: (510)370-9175 Fax: (510)370-9197 

Market(s): Indonesia 

After attending a Department of Commerce-sponsored event in Mexico City in December 1993, 
Aquatics Unlimited decided to pursue opportunities for exponmg their dredging equipment to 
Indonesia President Thomas McNabb contacted the Commerce office m Jakarta when his eflbrts 
to complete a deal with his Indonesian partners came to a standstill With the assistance of the 
Commerce's Senior Commercial Officer, the Advocacy Center and the Ambassador, Aquatics was 
able to secure the necessary Indonesian government approval to close the deal 

Aquatics signed an agreement with PT Amarta Karya, in which Aquatics will manufacture and 
provide several lines of its environmental waterway cleanup vessels, including debris skimmers, 
dredges, and aquatic weed harvesters The agreement also includes operational staff and 
management training by Aquatics. The agreement is expected to be worth $10 million over the 
next five years, with 85 percent of the materials originating fi'om Aquatics facilities in Maninez 
and Antioch, California In addition, this agreement will more than double the staff at Aquatics 
fi’om 20 to 50 people. 

Mr. McNabb stated, "my observations and experiences have shown that the opportunities 
available are achievable through the support of the working group that the Clinton Administration 
has established to help small businesses ” He added, "this project is a great show of the 
capabilities of government and the private sector teaming up to solve environmental problems" 
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SUCCESS STORY 


Black &Veatch International 

11401 Lamar 

Overland Park, KS 66211 

Congressional District KS-3 


Contact: Mr. Kenneth E Habiger, Vice President and Partner 

Tel. (913) 339-2990 Fa.x: (913) 339-2934 

Market(s); India 


Black & Veatch signed a memorandum of understanding (MOU) for the Power Purchase 
Agreement from the state government of Kerala, India. The memorandum allows Black & 
Veatch its U.S. and India partners, and the state government of Kerala to sign a finalized contract 
on the 500 megawatt combined cycle electric power plant. 

Black & Veatch received support from the Secretary' of Commerce Ronald H. Brown during the 
recent trade mission to India. The Department of Commerce and other U.S Government agencies 
. supported Black & Veatch in their effort to receive financing from the U.S. Export-Import Bank. 

Black & Veatch's worldwide reputation for quality workmanship and competitive price makes it 
a perfect candidate to develop the 500 megawatt combined cycle electric power plant in Kerala, 
India. The Kerala power project has a total value of $565 million and has a U.S. export content 
of $250 million retaining or supporting 500 U.S. jobs. 

Black & Veatch's commitment to pow'er projects in India spans the last eighteen years and the 
present work is regarded as another link in cooperation with India that will continue into the 21st 
century, 
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SUCCESS STORY 


Motorola Inc. 

1303 E. Algonquin Road 
Schaumburg. IL 60196-1065 
Congressional District IL-8 

Contact; Marjorie Chorlins, Government Relations 

Tel: (202) 371-6926 Fa.x: (202) 842-3578 

Market(s): Hungary 

Motorola Inc. was selected to supply a $100 million wireless local loop system of which 
nearly $50 million is U S. export content. Contract details were finalized on June 12. 1995. 

Motorola requested advocacy from the DOC to counter stiff advocacy efforts from foreign 
Governments supporting the following firms; Ericsson (Sweden). Nokia (Finnish), and 
Siemens (Germany). Motorola received several letters of support from Ambassador Donald 
Blinken which were prepared by the US&FCS officer in the U S. Embassy 

It is estimated that this $100 million contract would support nearly 1 .250 jobs. Jack Scanlon. 
Motorola Executive Vice President and General Manager of its Cellular Infrastructure Group, 
said, "The support we received from the Department of Commerce and the U S Embassy in 
Budapest was instrumental in assisting Motorola to win this contract " 
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SUCCESS STORY 


WMX Technologies, Inc. 

3003 Butterfield Road 
Oak Brook, !L 60521 
Congressional District: IL-14 

Contact: Amos Argentini, Managing Director, Waste Management Espana. S.A, 

Tel: (34/ 1) 547-5003 Fax: (34 / 1) 542-5173 

Markct(s): Spain 

Continuous efforts, especially by U.S. and Foreign Commerical Service (USFCS) Madrid, 
helped the WMX affiliate. Waste Management Espana, S.A., win, in February 1995, a contract 
with the Galicia Municipal Government to manage a new industrial waste treatment plant, built 
with technical support from WMX. Revenues for the first 20-year period are estimated at $ 1 00 
million. The contract is renewable in 20-year increments for up to 99 years. A joint company 
has been created to run this public service in Galicia, in which WMX holds 5 1 % ownership, 
retaining operation and business control. This project holds immense strategic value, for it is 
WMX's first hazardous waste project in Spain. 

This success would not have been possible without the extensive and unrelenting advocacy 
efforts of many parties. Ambassador Gardner advocated repeatedly over many months, and 
Secretary Brown met with Spanish officials regarding this contract. Director-Genera! Fitz- 
Pegado of USFCS continued the advocacy during her Madrid visit. The Advocacy Center of the 
Department of Commerce was instrumental in coordinating advocacy efforts, preparing Secretary 
Brown for his visit to Spain. Ahios Argentini, Managing Director of Waste Management 
Espafia, "credits the Department of Commerce with much help in obtaining this contract. The 
contract has had a positive effect on employment, creating 1 -year-job-equivalents of 3 U.S. 
technical engineers." 
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SUCCESS STORY 


F.C. SchaHer & Associates, Inc. 

1 020 Florida Boulevard 

Baton Rouge, LA 70802 Congressional District LA-6 

Contact: Ms. Geralyn Graphia, Vice-President and General Manager 

Tel; (504) 343-9262 Fax: (504) 343-0420 

Market(s): Ethiopia 

In October 1994, F.C. Schaffer & Associates, Inc. a subsidiary of Serv-Tech, Inc,, signed a 
contract with the Ethiopian Government to design, engineer, supply, construct and commission a 
4,000 ton per day sugar factory and ethanol plant in Ethiopia. 

Throughout the past few years, in view of strong French, Italian and Dutch competition and 
interference, F.C. Schaffer has relied heavily on U.S. Government support to maintain its 
position during this difficult endeavor of building a 4000 ton per day sugar factory and 45,000 
liter per day ethanol plant in the Finchaa Valley, Ethiopia. With strong support from the 
Department of Commerce's Advocacy Center, the Department of the Treasury, the Trade 
Development Agency and the Department of State, Schaffer & Associates was able to 
accomplish its objective of winning the contract award and having the contract become effective. 

Schaffer & Associates is one of the world's leading experts on sugar mill design, engineering, 
and construction management, with over thirty years of experience. The Schaffer & Associates' 
tender was rated number one in terms of technology and quality of goods to be supplied. 

The Finchaa Project has a value of $83 million, with a U.S. export content of nearly $45 million, 
which will support fifty engineering and constmction management jobs, as well as employment 
possibilities for a number of vendors. The project, which is being funded by the African 
Development Bank, is scheduled to begin immediately and is to be completed in the latter part of 
1997. 

Richard L. Daerr, President and Chief Executive Officer of Serv-Tech stated, "While this project 
and the acquisition of Schaffer is a major opportunity for Serv-Tech, it also represents s 
significant milestone in our strategy to expand Serv-Tech into other process industries as well as 
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additional international markets. Sugar processing facilities represent an attractive global 
opportunity for our Company through the remainder of the decade and beyond." Mr. Daerr 
added, "This project represents not only the largest contract for the Company, but also one of the 
largest awards for a United States contractor in this region of Africa." 
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SUCCESS STORY 


POLAROID CORPORATION 

549 Technology Square 
Cambridge, Massachusetts 02 1 39 
Congressional District: MA-8 

Contact: Robert Guenther, Director of Corporate Public Relations 
Tel: (617) 386-3112 Fax: (617) 386-3125 

Market(s): India 

At the request of the Polaroid Corporation, the Department of Commerce worked with the 
Government of India to enact a large reduction of its tariff on instant print film. Polaroid had 
entered into a joint venture with an Indian firm to distribute instant print film and produce instant 
cameras for industrial use. Sales of instant print film in India, however, were severely inhibited 
by an effective import duty of 50 percent. 

Polaroid sought U.S. Government assistance in persuading the Indian Government to reduce its 
tariff to 2ff’percent. With a lowered tariff, Polaroid expected to sell more products in India, 
which would create jobs in India and increase U.S. exports. Polaroid met with several offices 
within the International Trade Administration of the Department of Commerce to discuss the 
policy implications and strategies for seeking a tariff reduction. As a result of these meetings, 
Secretary Ronald Brown advocated on Polaroid's behalf during his 1 995 trade mission to India. 

In separate meetings, both Under Secretary Jeff Garten and Assistant Secretary Raymond 
Vickery raised the issue with their Government of India counterparts. 

India's subsequent tariff reduction to 21 percent was viewed as an important trade policy success. 
Polaroid attributes a large portion of this success to the Department of Commerce's aggressive, 
persistent and visible support. 
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SUCCESS STORY 


McDonnell Douglas Corporation 

P.O. Box 516 

Saint Louis, MO 63166-0516 
Congressional District MO- 1 ,3 

Contact: John F. McDonnell, Chief Executive Officer 

Tel; (314) 232-3500 Fax: (314) 234-8296 

Market(s): United Kingdom 

McDonnell Douglas was selected to supply a $50 million launch vehicle for the British Ministry 
of Defense "skynet" satellite program. McDonnell Douglas was awarded the contract on 
February 18, 1994. 

McDoimell Douglas was in pursuit of a bid to supply launch vehicles for the "Skynet" project in 
the United Kingdom, and was facing heavy competition from a French government supported 
company. In early 1994, McDonnell Douglas approached the Clinton Administration's 
Advocacy Network, headquartered in the Department of Commerce, to ask for advocacy support. 

In a very short time, the Advocacy Center coordinated support for the project from U.S. 
commercial officers in London, and aerospace industry specialists at the Department of 
Commerce in Washington, Letters of support from Secretary of Commerce Ronald H. Brown 
were delivered to the project's key decision makers. 

In February 1994, the U.K. Government announced that it had awarded one of the launch 
vehicles worth $50 million to McDonnell Douglas. The contract will result in $50 million of 
U.S. exports, supporting an estimated 1,100 U.S. jobs. 
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SUCCESS STORY 


AT&T 

32 Avenue of the Americas 
NY, NY. 

Congressional District NJ-14 

Contact: Alex Shalaby 

Tel: (202) 457-3872 Fax: (202) 466-2746 

Market(s): Saudi Arabia 

AT&T was awarded the sixth telecommunications expansion program (TEP-6), a $4 billion 
contract to help build and modernize the Kingdom of Saudi Arabia's telecommunications 
in&astructure. The Saudi Arabian Ministry of Posts and Teleeommunications announced the 
selection of AT&T in May 1994. The contract for the project, which will be implemented over 7 
years, was formally signed on August 13, 1994. 

AT&T received advocacy support from the Trade Promotion Coordinating Committee's 
Advocacy Network due to stiff competition from the French, Japan, Germany and Canada. 
President Clinton and Secretary Brown sent advocacy letters on behalf of AT&T. Secretary 
Brown and Secretary Christopher also met with key decision makers while visiting Saudi Arabia. 

AT&T thanked the Clinton administration for its support saying, "We appreciate the support that 
the entire Clinton Administration has provided during this process. It is another example of the 
positive results of partnership between the public and private sectors." AT&T also said that the 
$4 billion project, with nearly $2 billion in U.S. export content, would support 34,000 American 
jobs. 
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SUCCESS STORY 


SENERAL ELECTRIC CORPORATION 

1299 Peiinsylvania Avenue, N W 
Washington, D C. 20004 
Congressional District: NY-21 

Contact: Ms. Orit Frenkel, Senior Manager for International Trade and Investment 

Tel: (202)637-4273 Fax: (202)637-4300 

Market(s): Malaysia 

General Electric Corporation (GE), in a consortium with Black and Veatch, was selected as the 
prime contractor by the Malaysian public utility to build a 500 MW power generation plant in 
Malaysia. GE received extensive assistance from the Department of Commerce's Advocacy Center 
and from the Department of the Treasury. Under Secretary Garten advocated on behalf of the firm 
with Malaysian ofiicials, and the U.S. Embassy provided counselling and advice 

The project, which is funded by Japanese Overseas Development Assistance, is valued at 
approximately $250 million. Mr. R. Michael Gadbaw, Vice President and Senior Counsel of the 
General Elearic Company, stated that "The Department of Commerce's advocacy efforts conducted 
in connection with Ron Brown's trip to Malaysia were instrumental in bringing to conclusion the 
$250 million Port Klang Power Project supporting 2,700 jobs for GE and its suppliers.” The U.S. 
export content is estimated at $140 million 
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SUCCESS STORY 


NYNEX Corporation 

335 Madison Avenue 
New York, NY 
Congressional District NY- 19 

Contact: Mr. Ivan Seidenberg, Chairman and Chief Executive Officer 

Tel : (9 1 4) 644-6400 Fax: (9 1 4) 644-7649 

Market(s): Hong Kong, Italy, Egypt, Spain, United .Arab Emirates, Japan, Malaysia, 

Thailand, Korea 

After beginning the complex bidding process for the Fiberoptic Link Around the Globe (FLAG) 
project, a telecommunications effort involving nine different countries and a multitude cf bidding 
processes, NYNEX approached the U.S. Government for assistance in its efforts to counter stiff 
competition from a French and Singapore consortium. After two years working with the 
Department of Commerce's Office of Telecommunications, US&FCS in-country specialists and 
the Advocacy Center, as well as the various U.S. Ambassadors, and other agencies, NYNEX won 
the bid to install the global telecommunications system. Secretary of Commerce Ronald H. 
Brown supported the project by sending letters of advocacy to the key government 
representatives of Africa, Asia, and Europe, supporting the FLAG project. 

The state-of-the-art cable meets the requirements of Posts, Telegraph, and Telecommunications 
authorizes as well as international carriers, and delivers the highest level of performance and 
reliability. When completed In 1996, FLAG will be the longest undersea telecommunication 
cable running from Japan to the United Kingdom. The project value has been estimated at $ 1 .4 
billion, with nearly $900 million in U.S. content, supporting 10,000 U.S. jobs. Not only will the 
FLAG support a multitude of U-S. workers in a range of industries, but it will also open the door 
to a new world of telecommunications. 

Tom Tauke, Executive Vice President of NYNEX said, "The Commerce Department played an 
important role in bringing FLAG'S construction to fruition. The letters of advocacy sent to the 
key government representatives in Europe, Asia, Africa prior to the signing of last week's 
agreement sent a clear and strong message of support from the U.S. government for the project, 
and we believe your efforts contributed significantly to our success." 
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SUCCESS STORY 


ARTAIS WEATHER-CHECK 

4660 Kenny Road 
Columbus, OH 43220 
Congressional District; OH-12 

Contact: Mr. Charles Shanklin, President 

Tel: (614)451-8388 Fax: (614)451-0229 

Market(s): Indonesia, Malaysia, antfThailand 

Artais Weather-Check (Artais), a small company with sales of around $5 million, participated in 
Trade Development's Aerospace Executive Trade Mission to the ASEAN region sponsored by 
Commerce’s Office of Technology & Aerospace Industries During the mission, Artais learned of 
more than $ 1 million in sales opportunities in Kuala Lumpur, and in Bangkok it uncovered more 
than $2 million in contract opportunities. Commerce promoted, organized, and recruited the 
participation of firms such as Artais for this successfiil trade mission. 

In a letter to the Department, Mr. Shanklin, the President of Artais, noted that "As a small 
company, Artais has not been able to enjoy some of the luxuries that many businesses take for 
granted. Small business is continually faced with the limited capability of attracting the proper 
audience and establishing meetings with the higher level decisionmakers The trade mission was 
the first opportunity for Artais to make these crucial contacts, and we have consequently been 
successful in identifying new opportunities in each country " 

Artais manufactures automated weather observing systems (AWOS) for airports. Artais' 
complete line of AWOS technology is suitable for collecting and disseminating weather data to 
meteorological centers or sending it directly to users via voice radio, telephone, or satellite links. 
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SUCCESS STORY 


IDB Systems 
3236 Skylane Drive 
Carrollton, TX 75023 
Congressional District TX-26 

Contact: Christopher Morris, Vice President Sales & Marketing 
Tel: (214)407-7700 Fax: (214)407-7787 

Market(s): Haiti 

IDB Systems was awarded a $5 million contract on March 29, 1 995 by the government of Haiti 
for the design, integration, installation and commissioning of a Satellite Earth Station. 

IDB received support from Deputy Secretary Barram who advocated on behalf of U.S. 
companies bidding on the project. The Advocacy Center and the Office of Telecommunications 
worked closely with IDB to provide the briefing material that was integral to Deputy Secretary 
Bairam's support when he went to Haiti. IDB was competing against stiff French competition. 

IDB thanked the Department of Commerce for its support saying, "It is very much satisfying to 
see the Department of Commerce seeking and obtaining active support internationally for 
American Industry, We look forward to seeing more and more of this type of advocacy by the 
United States Government." IDB estimates that the $5 million agreement, virtually all of which 
constitutes U.S. export content, will support about twenty jobs. IDB currently has 45 employees. 

CLEARED 


Originating Office: 

Key: sm 

Advocacy Center 

adv 

TD/Office of Telecommunications 

man 

Contact: Sandra Yacura 


Mike Miron 


Clay Mowry 



United States Department of Commerce 
International Trade Administration 





160 


Mrs. Collins. Two of the department’s programs that I certainly 
care about are the MBDA, which you mentioned, and the Economic 
Development Administration. Both of those would be terminated by 
the Chiysler bill. 

It seems to me that these agencies are used to promote competi- 
tiveness was for U.S. firms in the domestic as well as the world 
market. That’s something most people don’t realize; it is the world 
market as well. So I want you to tell me how these programs are 
being used to promote business abroad. 

Mr. Brown. Absolutely. The fact is, I have a deep and abiding 
concern about MBDA. I think it’s terribly important that minorities 
of America have an opportunity to participate in our economy, and 
not just as workers, but as entrepreneurs. That’s what MBDA does. 
It does it on a very small budget. 

We’ve tried to assure that we include minority entrepreneurs on 
all of our trade missions, whether the^re ones that I lead or that 
others in the Department lead. We have worked— Chairman Horn 
recognized the work of our Export Assistance Centers, one in Long 
Beach that is doing an outstanding job. We’ve made sure that the 
MBDA is included in that effort. 

We have had minority entrepreneur trade missions. So I think 
that’s terribly important that we continue that effort. EDA speaks 
for itself. And frankly, I think the votes on the floor of the House 
of Representatives speak for themselves. 

There was this rumor that there wouldn’t be bipartisan support 
for EDA. When that amendment came up under the appropriations 
bill, it won overwhelmingly, with strong Republican support for 
EDA. I was very encouraged by that, because that’s also not only 
an effort to assure that we make communities competitive where 
there have been base closures, when there’s been a reduction of de- 
fense expenditures, which can be devastating to communities not 
only in California but all over the country, but it’s been a real focus 
of those defense conversion efforts. 

How we leverage Federal dollars to attract private sector invest- 
ment, those are the most important dollars that we spend, I be- 
lieve, Mrs. Collins. To make sure that there is some infrastructure 
in a community that will give private sector leaders some reason 
to invest and to build plants emd to employ people. That’s what it’s 
all about. 

Mrs. Collins. Thank you. 

The one concern I have is that combining the trade negotiating 
function in with other trade functions such as the regulation of 
dumping and unfair subsidies are going to hurt sensitive U.S. in- 
dustries like lumber, for example. Now, is there a serious risk in 
your view that adjudication of spwific antidumping and counter- 
vailing duty cases could become issues for trade negotiations if 
these trade functions are consolidated in one trade agency as Con- 
gressman Mica has proposed? 

Mr. Brown. There is no question about that, Mrs. Collins. 

It would be a terrible mistadce in my judgment and the judgment 
of the President to combine USTR and the Commerce Department 
trade functions. They do not work compatibly together. There are 
two different missions. Do we coordinate, do we cooperate? Of 
course we do. But they do not belong together. 
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Mrs. Collins. Thank you, Mr. Chairman. 

Thank you, Mr. Secretary. 

Mr. Horn. Thank you. 

I now yield to the chairman of the full committee, Mr. Clinger. 

Mr. Clinger. Mr. Secretary, your testimony states, “that we 
need Commerce to represent American business interests at the 
highest levels of government.” And I think I would agree with that 
statement. 

But I think I would state that in my view a genuine advocate — 
and you have said you view your role as an advocate for American 
business — ^that a genuine advocate would be promoting fewer regu- 
lations, lower taxes, litigation reform, lower interest rates through 
the reduction of our budget deficit. 

I would have to say, Mr. Secretary, that in my view your depart- 
ment has been very absent from this debate on these kinds of is- 
sues. And these are the issues that have greatest importance to 
American business. 

Trade, I agree, is a very important area, but these are areas that 
a true advocate for American business would be much more ac- 
tively engaged in. So I would ask you to really describe to me how 
you can say that the Department of Commerce is a business advo- 
cate, when it is not willing to take on these really gut issues that 
are of terrific importance to American businesspeople. 

Mr. Brown. Mr. Chairman, I would say to you respectfully that 
you have no way of knowing what kind of advocacy role I’m playing 
in that regard. That kind of advocacy takes place within the ad- 
ministration. 

Mr. Clinger. You’ve had plenty of opportunities to come before 
Congress and advocate for those Idnds of activities. 

Mr. Brown. I certainly do, and when it is administration policy, 
obviously I articulate that policy. 

I sit as a member of the National Economic Council. And I can 
assure you that in every single issue that you’ve mentioned, I have 
played a significant role and think I’ve had some impact. 

Mr. Clinger. I think you’re losing more arguments than you’re 
winning. 

Mr. Brown. I’m winning a lot of arguments, Mr. Chairman. Let 
me tell you about some of the things that happened in our own de- 
partment. 

You’re familiar with the Bureau of Export Administration. We’ve 
still been living in a cold war era of regulation and licensing. We 
have freed up $32 billion of American exports, principally in super- 
computers, computers, telecommunications, electronics, by deregu- 
lating and delicensing. We’ve done it in cooperation with the De- 
fense Department and the State Department and the NSA, making 
sure that there is interagency cooperation. 

We’ve done the same thing in EDA, cutting down regulation, cut- 
ting down those things that slowed up the process for ^ant mak- 
ing. ^ we have been advocates for deregulation. We will continue 
to be advocates for deregulation. 

But you’re right, Mr. Chairman, I don’t win every argument in 
the administration, but I think I’ve had significant impact. 
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Mr. Clinger. Well, I think you made it very clear that you feel 
it’s important for you to he very visible on the issue of trade. And 
I think you have established a role as being visible in that. 

But I would suggest to you that you need to be equally as visible, 
that is not just within the private conferences within the adminis- 
tration, but very visible on this area as an advocate for these kinds 
of issues with regard to business. 

Mr. Brown. Could I just say that I agree with you, Mr. Chair- 
man, that that is an important role that the Secretary of Com- 
merce needs to play in the councils of government. I need to see 
myself and do see myself, I assure you, as an advocate for Ameri- 
ca’s commercial interests. 

Mr. Clinger. We probably agree on one thing at least, Mr. Sec- 
retary, and that is the cost savings are not really the principal ob- 
jective of what we’re trying to accomplish here. You have said that 
we should leave well enough alone, the Appropriations Committee, 
the Budget Committee are doing their jobs, cutting back spending. 
That’s really not what we’re talking about here. I would hope, and 
would disagree with you to the extent that I think we will achieve 
some savings through this exercise, but that is not our principal ob- 
jective. Our principal objective is to make things work better. 

And I think that you would — well, let me ask you this. You have 
stated routinely that your department is the smallest in the Cabi- 
net at the time. But in terms of full-time employees, it is larger 
than the Departments of Education, of Energy, of Housing and 
Urban Development, of Labor and State. 

In fact, Mr. Secretary, it’s larger than the Departments of Edu- 
cation, Labor and HUD combined. So this I think by any descrip- 
tion, where you have 36,000 people — as I said in my opening state- 
ment before you were here, I used to work in your Department, 
and when I went to work in that building every morning, I went 
to work with more people than live in my hometown. 

There were about 18,000 people there at the time. I think by any 
description this is a bloated bureaucracy, and I would ask you what 
steps are you taking to really, really reduce this? 

Mr. Brown. Let me respond in a couple of ways. I know that you 
worked at the Department, and worked very effectively at the De- 
partment. What I have said is not that we’re the smallest depart- 
ment, but that we have the smallest budget of any Cabinet level 
department, which is am accurate statement. 

I think you need to look at the functions and see what the func- 
tions are. Some of the proposads that have emerged on Capitol Hill 
would make the Department bigger. 

It is not — that is not the sole way to judge effectiveness, even 
cost effectiveness. What we’ve done is to put a plan together that 
will reduce our staff by 20 percent by the year 2000 as a part of 
the administration’s overall plam to reduce the size of government. 
We are on track for that. 

If your question is can we do more with less, do we have to do 
more with less? Absolutely. Do we need to continue to reinvent our- 
selves? Absolutely. 

That is a commitment that the administration has demonstrated 
from day one. Vice President A1 Gore, as you know, has led that 
effort. We’re a part of that effort. We agree with that approach. 



163 


But we don’t want to throw out the baby with the bath water, 
Mr. Chairman. Rightsizing is one thing. Eliminating, dismantling, 
box shuffling, is something else. 

Mr. Clinger. I hear what you’re saying, Mr. Secretary, but I 
would have to take issue with you that you seem to be taking the 
issue that not only shouldn’t the Department of Commerce — should 
any consideration be given to changing the Department of Com- 
merce to make it more efficient, but you have also indicated in your 
testimony here today that you should take under yourself a whole 
range of new activities. 

It sounds to me, John Dingell used to do that very effectively 
here in the Commerce Committee, and you learned that lesson 
well. But do you really contend that all of these activities should 
be within the Department of Commerce? You create a much bigger 
bureaucracy. 

Mr. Brown. Let me say, Mr. Chairman, I thought that was one 
of the objectives of the Congress, is to do consolidation, to have 
fewer departments, to have fewer independent agencies. 

Mr. Clinger. But you don’t want to give up anything and con- 
centrate on the trade issue. 

Mr. Brown. One of the things that even Congressman Mica has 
suggested would bring some more things into the Commerce De- 
partment that are not there now. So I wasn’t articulating nec- 
essarily my position but the position that many Members of Con- 
gress have stated. 

Mr. Clinger. But you’re not willing to give up anything in order 
to achieve the core function, which is the trade mnction. 

Mr. Brown. Mr. Chairman, if giving them up means just moving 
them someplace else in the Federal Government, which makes us 
less effective and less efficient, someone will have to please try to 
help me understand how that makes government work better, how 
it makes us more cost effective. 

What does a company do when it wants it right size, Mr. Chair- 
man? The first thing it does is identify functions which are no 
longer needed. In our case, that should be functions which can be 
privatized, that we can get rid of, that government doesn’t belong 
in any more. That’s absolutely appropriate. 

Mr. Clinger. We look forward to your suggestions in that re- 
gard. 

Mr. Brown. Absolutely. We’ve made some, Mr. Chairman. 

Some of them are in the testimony. We’ll provide more in writing 
to you. 

'The second thing a company does is to see what functions are 
still important functions but there’s too much fat there. How do 
you cut the fat? We’re committed to that. 

The third thing it does is to look at where additional investment 
might be necessary, the things are going to be most important to 
that compan/s ability to grow and prosper in the future. That’s 
what this administration has done and that’s why the analogies be- 
tween the private sector and government are not appropriate. 

If you’re going to make that analogy, Mr. Chairman, I would re- 
spectfully suggest that you look at the whole Federal Government. 
How are we downsizing, how are we reorganizing? It might be in 
that effort some departments get bigger. Some get eliminated. 
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Some get smaller. But you have to look at it in the entire content — 
context of our effort to reinvent government. 

Mr. Horn. The time of the gentleman is expired. 

I now yield to the gentleman from South Carolina. 

Mr. Spratt. Mr. Secretary, you don’t have much time remaining 
and I think it would be useful for the record if you would simply 
walk us through your argument that the $7,765 billion in reputed 
savings is illusory. 

Mr. Brown. It is a phony number, Mr. Spratt. I don’t say that 
disrespectfully. I believe that first of all, to simplify it, there is 
about — the total is about $7 billion that is claimed in savings. 

What is not included in the calculation in the baseline is, there 
is $5 billion in already committed expenditures, which they just left 
out. So that takes the saving down to $2 billion. 

There is no money in there for the cost of terminations, the cost 
of transfers. That is about a $2 billion figure. There are also mis- 
calculations as far as overhead is concerned. We believe that we 
cam. demonstrate unequivocally, Mr. Spratt, that there will be a 
cost to the taxpayer of over $2.3 billion for this so-called cost sav- 
ings dismantling. 

Mr. Spratt. And that is due to termination cost, rearrangement 
cost? 

Mr. Brown. Yes, sir. 

Mr. Spratt. Buyouts, and what else? 

Mr. Brown. Things that were left out of the calculation alto- 
gether, which are costs that are already committed by the Congress 
and in addition, I would say, Mr. Spratt, would make us much less 
efficient. 

Mr. Spratt. A significant part of that calculus, as I understand 
it, comes with respect to how the ramp-up to the decennial census 
is treated. Explain that in more detail, please. 

Mr. Brown. Surely. As members of the committee are certainly 
aware, we have a decennial census. As you prepare for the census, 
each year, from about the midway point, there is a larger appro- 
priation to get you ready for the year in which you actually do the 
count. 

What Mr. Chrysler, or others, did who made the calculation, took 
a baseline of 1994 — or 1995, emd then cut that and then ran that 
through to the end of the century. 

Well, that is absolutely illogical. We couldn’t do a census based 
on that kind of appropriation. We couldn’t have a census. That is 
just the kind of misc^culation that is so evident in the Chrysler 
bill. 

Mr. Spratt. Now, with respect to the weather service at NOAA, 
what does this proposal contain with regard to procuring new sat- 
ellites and maintaining our surveillance on both coasts? 

Mr. Brown. Nothing. Again, the same problem. Those are com- 
mitments that the Congress has made. We know that we are mod- 
ernizing the National Weather Service. That required some forward 
planning. Those plans are in effect. None of those costs were in- 
cluded in the Chiysler calculation, the cost of acquisition and oper- 
ation of those new satellites, which allow us to close down weather 
stations, which we are in the process of doing. 

(b 
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I am not permitted as Secretary of Commerce to do that unless 
I can certify that there would be no degradation in weather report- 
ing. I can only make that certification if I have the necessary tech- 
nology, which is those satellites, the cost of which is not included 
in the 0MB baseline in calculating the supposed or illusory savings 
in the Chrysler bill. 

Mr. Spratt. So are you saying in effect then, if this is imple- 
mented, there will be a degradation in weather? 

Mr. Brown. There is no question about it. Either there will be 
a degradation or we can’t modernize the weather service, and we 
won’t be able to close down any of the offices, or most of the offices 
that we have committed to closing down. 

Mr. Spratt. If you can’t close them down, you are not going to 
save that money. 

Mr. Browtsi. 'That is absolutely true, Mr. Spratt. 

Mr. Spratt. Thank you very much, Mr. Secretary. 

Mr. Brown. Thank you, Mr. Spratt. 

Mr. Horn. I now yield as a matter of personal privilege to the 
gentleman from Florida, Mr. Mica, the chairman of the Civil Serv- 
ice Subcommittee, since his bill has been mentioned several times. 

Mr. Mica. Thank you, and I appreciate your recognizing that 
point of personal privilege. 

Mr. Secretary, a couple of points. First of all, you have stated 
several times that you don’t feel that USTR and the Trade Assist- 
ant functions are compatible. But are you aware that three former 
Secretaries who have held your position and two former U.S. Trade 
Reps have disagreed with you? In fact, they believe that these func- 
tions are, in fact, compatible. 

As a matter of conversation with Carla Hills, she stated to me 
that the reason that the USTR is as lean as it is and only has 
about 150, 170 employees is because most of its functions are, in 
fact, now completed by the Department of Commerce. 

Mr. Brown. Well, I am certainly aware of that. I think they are 
wrong, Mr. Mica, and I would remind you that Ms. Franklin said, 
when she was here, that USTR would have to be less aggressive 
as a negotiator if that kind of combination was made. I don’t think 
we want a less aggressive negotiator. 

I might add, it is a lot easier to say that when you are out of 
office. I don’t know that Ms. Hills would have liked very much 
working for the Secretary of Commerce. It seems to me she would 
much prefer to work for the President of the United States as the 
U.S. Trade Representative. 

Mr. Mica. One of the things that concerns me is that you have 
stated in the past that you are interested in working with us. You 
stated today how much time and resources you spend working, say, 
with NOAA, which — ^there are 36,000 employees in your depart- 
ment; and with trade and trade administration, there is somewhere 
in the neighborhood of 3,000 employees. 

Somehow it appears that, unless you are closely aligned with the 
weather department and the Census Bureau, that you can’t func- 
tion in a trade capacity, and to me that doesn’t seem reasonable. 

You have also stated today that — in fact, that there are other 
trade functions that should be brought in, and you testified in fact 
in a constructive manner before the Department of Commerce on 
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August 4, and you mentioned my bill, and you said other functions 
should be brought in that are now under the Department of Com- 
merce, and we have tried to work with you in that regard. 

One of the things that disturbs me, however — and I want to 
make a personal point of it — ^is, during the recess your agency sent 
out a memo, August 28, Melissa Moss Silver. In fact, I have only 
been in Congress 3 years, a little bit less, but this is almost unprec- 
edented. It is a seven-page diatribe commenting against my legisla- 
tion, inviting folks to a legislative budget hearing this afternoon — 
well, Wednesday, the 6th, this afternoon at the Department of 
Commerce — and then page after page, why the Mica bill is a bad 
idea: The Mica bill would undermine, the Mica bill would jumble, 
the Mica bill would do this, the Mica bill will end sliced bread as 
we know it. 

I am a little bit concerned about your Department overstepping 
its bounds. In fact, I am asking, in a letter today. Chairman 
Clinger to look into again the extent to which these agencies use 
taxpayer resources in an effort to really undermine the efforts of 
this Congress to organize, reorganize, and complete its function, 
and we have been trying to work with you in a positive fashion, 
but this to me is not a positive or constructive manner in which 
to proceed. 

Mr. Brown. May I respond, Mr. Mica? As you know, you and I 
have talked about these issues. I have great respect and admira- 
tion for your work, particularly in the trade area. I continue to 
want to work constructively with you. 

I hope, though, that when we disagree with certain things that 
you propose, that we are free to say so and to make suggestions, 
which I have tried to do today. I have indicated the parts of your 
legislation which I think are problematic. That doesn’t mean that 
I don’t have great respect for your efforts to really pull together 
some of the trade functions. I have said that to you personally. I 
continue to feel that way. 

I am not familiar with the particular communication to which 
you make reference, but I will certainly look at it when I get back 
to the office, or evidently look at it right now when you bring it to 
me. 

I might add, while you are coming, Mr. Mica, that I think that 
you have played a very constructive role, and frankly 

Mr. Mica. I think you have too, and I still — Mr. Chairman, I still 
look forward to working with the Secretary. I think he will make 
a great trade administrator and look forward to working with him. 

Mr. Brown. Is that a Cabinet level department, Mr. Mica? 

Mr. Mica. Yes, it is. Not department. Cabinet level. 

Mr. Horn. Up until January 20, 1997, you are saying, I am as- 
suming, but I know 

Mr. Mica. I thank you, Mr. Chairman, and yield back. 

Mr. Horn. I now yield 5 minutes to the gentleman from Min- 
nesota, Mr. Peterson. 

Mr. Peterson. Well, I understood that the Secretary needed to 
leave. I guess my concern — ^and I haven’t looked into all of the bill, 
but one of the concerns I have is with what is happening with the 
National Weather Service part of this situation, and I haven’t 
looked into this completely, but it seems to me that there can be 



167 


a case made where some of this weather reporting could be better 
done in another agency. I don’t believe it is the Department of Inte- 
rior. I think that is completely ridiculous. 

But it seems to me that some of these functions might be better 
off over at the Department of Transportation, and I am going to 
look into more of the relationship between what is being done with 
aviation weather and with the National Weather Service and how 
this whole thing is pulling together. 

I think there are probably — ^well, maybe you have got this all 
worked out and I am not up to speed on what you are doing, but 
I am concerned about the Erection they are heading in this bill, 
but I am not convinced that there might not be some other solution 
here that might 

Mr. Brown. I just would say, Mr. Peterson, that I appreciate and 
respect your concerns. 

We spend a lot of time looking at these issues. We have con- 
cluded that NOAA. is where it belongs, but it is a discussion worth 
having. It is a discussion that, as you probably know, has been had 
over the years. There has been a lot of discussion about, where 
does NOAA belong. Maybe there is no place where it fits perfectly, 
but we think, of Si the agencies, it fits best in the Commerce De- 
partment. I would encourage you to talk to people at NOAA. 

Mr. Peterson. I think the research on that part of the function 
probably belongs in the Commerce Department. What I am more 
interested in is the day-to-day operation of the weather service and 
utilizing that information. 

Mr. Brown. Could I just say 

Mr. Peterson. I have a weather station in my district that was 
just closed, and I have been watching this. I fly my own airplane, 
and I use the weather a lot. I use different — I access it different 
ways, and I was a little bit — ^understanding how this is being done, 
I have used the automated weather a lot and, frankly, find that al- 
most to be better than the weather that you get from observers, al- 
though it has its limitations. 

But my concern is that we are — we have got this scattered in two 
or three different agencies, and I am not so sure that if it wasn’t 
in one place we might not be able to do a better job with the weath- 
er that we use on a day-to-day basis, and that is the part of it 

Mr. Brown. I think that is a good point, and, as an aviator, I 
certainly respect your view. But let me just assure you, Mr. Peter- 
son, that the FAA radars are joint. It is FAA, DOD, and National 
Weather Service. So there is full coordination of that operation, 
which I think is the most important thing that you would be con- 
cerned about. 

But those are discussions we would be glad to have with you to 
give you further reassurance, Mr. Peterson. 

Mr. Peterson. Well, we will send you over some written ques- 
tions. I won’t take any more of your time now, but I think I have 
got some observations 

Mr. Brown. We will respond promptly. 

Mr. Horn. I now yield 5 minutes to the gentleman from New 
Hampshire, Mr. Bass. 
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Mr. Bass. Thank you very much, Mr. Chairman. I was very — the 
Secretary is running out of time, so I will make my question ex- 
tremely brief, less than a minute. 

In my opening statement I mentioned that the Commerce De- 
partment’s own Inspector General calls the agency a, “loose collec- 
tion of more than 100 programs,” and the General Accounting Of- 
fice goes even further, reporting that the Department of Commerce, 
“faces the most complex web of divided authorities,” sharing “its 
missions with at least 71 Federal departments, agencies, and of- 
fices.” 

Now, as Chairman Clinger mentioned, the effort here is not nec- 
essarily centered on saving money but making government run 
more effectively. I was just wondering if you could comment on 
that. Answer, and I will yield back. 

Mr. Brown. Yes. The period principally covered by those reports, 
as I recall, was prior to the Clinton administration. I think most 
would acknowledge that the changes that we have made have been 
positive changes. 

If the question is, do I have a big job? I have a big job. Do I have 
a job that requires some management skills? Yes, I do. We are 
working very hard to make a big department in terms of number 
of people and functions work well. We think we have got that syn- 
ergy going now. 

My own judgment is, the best thing to be said about the Chrysler 
bill is, it is a solution in search of a problem. What is the problem? 
What is the issue? And how does a solution help make government 
more efficient? We would argue respectfully, Mr. Bass, that it 
doesn’t. 

Mr. Bass. 'Thank you, Mr. Chairman. 

Mr. Horn. Mr. Scarborough, the gentleman from Florida. 

Mr. Scarborough. Thank you, Mr. Chairman. 

Briefly, Mr. Secreteiry, maybe I can help answer your question. 
What is the problem? According to Robert Reich, he says it is 
mean-spirited Republicans who will not do anything to cut cor- 
porate welfare, and yet many in the press, many in America, many 
in Congress, believe the Commerce Department is the last great 
bastion of corporate welfare. 

Does Robert Reich now refer to you as a mean-spirited Repub- 
lican in Cabinet meetings? 

Mr. Brown. As a matter of fact, I would ask the chairman re- 
spectfully to include in the record a joint op-ed page piece written 
by Robert Reich and me that speaks to this issue and the misrepre- 
sentations made about Secretary Reich’s position, and with the 
chairman’s permission I would like to have that submitted for the 
record. 

Mr. Horn. Without objection, it is in the record. 

[The Wall Street Journal article foUows:] 
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Mr. Brown. No, we do not believe that the ATP program is cor- 
porate welfare. We don’t believe that being strong advocates for 
American business and industry is corporate welfare. We think 
that the things that we are doing are absolutely crucial to our pro- 
ductivity and our competitiveness. 

We don’t believe that manufacturing technology centers to help 
America to continue to have a strong manufacturing base are cor- 
porate welfare, and we do think you have to look around the world 
to see what your global competitors are doing. 

What are we up against in this new global economy? We are up 
against countries in Europe and Japan that are giving tremendous 
support to their private sectors. We have to be cognizant of that. 
We have to be cognizant of the reahties of the global marketplace, 
and we have to adapt and react and respond to that. That is ex- 
actly what we are doing. 

We want to make sure that America is No. 1 economically in the 
21st century. We have got the most productive and competitive 
companies. We have got the most productive and competitive work- 
ers. We want to make sure it stays that way. 

Mr. Scarborough. So yoiu testimony before the committee 
today is that you don’t consider any spending in the Department 
of Commerce to be classified imder the term “corporate welfare”? 

Mr. Brown. I do not. 

Mr. Scarborough. OK. 

Second, and following up on your testimony that you just talked 
about, and you said earlier that you thought it was incredible that 
the Chrysler proposal would make the United States the only coun- 
try in the world where its private sector wouldn’t be represented 
and have its own bureaucracy, and you just 

Mr. Brown. Not have its own bureaucracy, have a seat at the 
Cabinet table, were my words, Mr. Scarborough. 

Mr. Scarborough. You just alluded to talking about how we 
need to have what Japan has and have — isn’t really what America 
is all about is to have a free enterprise system where you don’t 
have government management regarding situations involving Unit- 
ed States commerce? 

Mr. Brown. Mr. Scarborough, I didn’t say we ought to have what 
Japan has. What I said was that, as any people who look beyond 
the horizon, we need to be concerned about what our global com- 
petitors are doing and we need to respond. We don’t need to have 
exactly what they have — ^what we need to do is to do it an Amer- 
ican way, which is a free enterprise way. 

I have already stated unequivocally that it is the private sector 
that has to lead, but certainly government has an important role 
in this new globsil economy. 

We are not just interested in competing. We are interested in 
competing and winning, and I would say, Mr. Scarborough, that 
the record is clear on what we have done, particularly in the trade 
area, and I would encourage you to ask some of these CEOs of com- 
panies, large and small, whether we have really made a difference 
in their ability to compete and win in the glob^ marketplace, and 
I think the response will be overwhelming, and we have dem- 
onstrated that. 



171 


I believe it was on the Senate side where I brought in a couple 
of thousand letters from CEOs of companies, large and small, talk- 
ing about what they would not have been able to do but for the 
work of the Commerce Department. 

Mr. Scarborough. Finally, the final question has to do with 
your testimony stating that the Chrysler proposal would not save 
money. Congressman Chrysler stated that CBO estimated that his 
proposal would save approximately $8 billion. You come before us 
today saying that cutting out the Commerce Department would ac- 
tually cost — or could cost American people, taxpayer dollars. Do 
you take issue with the CBO numbers? 

Mr. Brown. I certainly do, and I have indicated very clearly why, 
and we are prepared to provide documentation as to why those 
numbers are in error. 

Mr. Horn. It has already been put in the earlier part. 

Mr. Scarborough. So you would disagree with President Clin- 
ton’s statement a few years ago that the CBO estimates are actu- 
ally the best and most accurate estimates in Washington? 

Mr. Brown. I mean, I frankly think that that is not relevant to 
this discussion. What I have said is, these particular estimates are 
in error and that the Chrysler bill would cost the American tax- 
payer in excess of $2.3 billion, contrary to what Congressman 
Chrysler has asserted. 

Mr. Scarborough. OK. Thank you very much. 

Mr. Horn. The last question from Mr. Fox, who has one ques- 
tion. 

Mr. Fox. Thank you. 

Mr. Secretary, White House Chief of Staff Leon Panetta was still 
a Member of Congress when he proposed consolidating the number 
of Cabinet agencies from 14 to 6 because he has said too many had 
overlapping jurisdictions. 

A recent GAO report included a draft in which Commerce shares 
its mission with other agencies that have been discussed this morn- 
ing and does not leave any one of these mission areas. Why then 
should we continue maintaining a separate department with no 
real sense of mission unique to itself? 

Mr. Brown. What that speaks to is going about executive branch 
reorganization in some kind of analytical, thoughtful way, not in a 
scattershot, piecemeal way, and, as you might know. Congressman 
Fox, there are some who for years have been calling for a commis- 
sion, a bipartisan commission, which would come back with rec- 
ommendations sent to the President that would then go to the Con- 
gress to reorganize the executive branch of government. Some have 
talked about it in terms of a so-called Hoover Commission, which 
we had after World War II. 

At the end of World War II, the thought was, this is a different 
world, we need to look at the structure of the Federal Government. 
We don’t object to that, and I am just speaking for myself in this 
regard. The administration has not reviewed those proposals, but 
they sure make a lot more sense than picking out a department 
and scattering functions around without any context, without any 
view of what happens to the rest of the executive branch of govern- 
ment and wW impact it has on other programs. 
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So that there are msiny, particularly Senator Roth, for one, Sen- 
ator Glenn, others have made such proposals that we ought to look 
at. 

Mr. Fox. Chairman Clinger and Senator Roth proposed to look 
at the entire Federal Government to restructure the overblown bu- 
reaucracy. Would you support the chairman’s efforts? 

Mr. Brown. I don’t Imow what those efforts are. I would cer- 
tainly like to look at the content of it. But if you are asking me 
if it makes sense to look at the structure of the entire Federal Gov- 
ernment, obviously it does. 

The end of the cold war is a historical point. The world has 
changed. I would suggest that we ought to look at the way the Con- 
gress is structured as well. Both the legislative and executive 
branches of government could use some work in getting ready for 
American competitiveness in the 21st century. 

Mr. Clinger. Will the gentleman yield? 

Mr. Fox. I will yield. 

Mr. Clinger. I would point out, Mr. Secretary, that we have 
eliminated a number of committees in the Congress but we have 
yet to see any elimination of any part of the executive branch, so 
I think that there ought to be some parity here. 

Mr. Brown. I would say, not to be argumentative, Mr. Chair- 
man, that there have been a number of changes and consolidations. 
You don’t cut almost 300,000 Federal employees with no changes 
and consolidations. So I will stand by our record. 

Do we need to do more? Absolutely. Do we need to continually 
look at how we restructure and reorganize and right-size and re- 
invent ourselves and save taxpayer money? Absolutely, Mr. Chair- 
man. But there is a right and a wrong way to do it. The Chrysler 
approach is the wrong way to do it. 

Mr. Fox. Thank you, Mr. Chairman. 

Thank you, Mr. Secretary. 

Mr. Horn. I leave you with one question, Mr. Secretary. Why 
should the taxpayers of the United States subsidize the U.S. Travel 
Service, and thus the travel industry in America, when we have a 
$4.8 trillion nationed debt? 

Mr. Brown. Well, it is certainly worth having a discussion about 
that, Mr. Chairman. As you know, there is a White House Con- 
ference on Travel and Tourism coming up this fall. I think that is 
the right place to have this discussion. 

I happen to believe that the travel and tourism industry is one 
of the most important sectors of our economy. It employs 6 million 
Americans. The problem is that we don’t look at it as a sector, and 
the problem is that we just assume that everybody wants to come 
to America and that there is no competition out there. 

Travel and tourism, some can argue, is our biggest export and 
helps our balance of payments more than any other industry. It is 
a very important industry that has been underappreciated. The 
total budget of USTTA is $12 million, Mr. Chairman. That is a 
joke. That is much less than most States spend. 

As you know, the Clinton administration has advocated elimi- 
nation of USTTA. After the initial discussions, I was not in favor 
of that. I think the $16 million is $16 million well spent. But the 
position of the administration is to eliminate USTTA. And that is 
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why, in the White House Conference on Travel and Tourism, we 
are going to be trying to come up with ways to have a public-pri- 
vate partnership to try to encourage this very important segment 
of our economy that creates jobs for the American people. 

Mr. Horn. I am a member of the Travel and Tourism Caucus of 
the House, and I commend what the travel agents do, but we really 
need to get them to work together, as you are suggesting, in a coop- 
erative way so that they could fund some of these expenses if we 
are going to have representation abroad. 

We don’t need to have the taxpayers — and of course every group 
has a wonderful claim and wonderful people, and of course asking 
the White House Conference on that to make the decision is like 
asking any group that has been used to Federal subsidy to declaim 
it, and I have never seen one yet that is willing to do it. 

Mr. Brown. I would agree with that concern, Mr. Chairman. I 
would just say that I don’t know that $12 million spread over the 
whole travel and tourism sector of the economy is going to have 
much influence on where people come out as a matter of public pol- 
icy. 

We think it is important to listen to the private sector, to get 
their views, to try to figure out how we forge a stronger partner- 
ship, and that is exactly what we intend to do at the V^te House 
Conference, Mr. Chairman. 

Mr. Horn. We thank you very much for coming and enjoyed your 
presentation. We have a few questions we will send. The main ju- 
risdiction of the conunittee is on the Chrysler bill provision for the 
transfer operation. 

Mr. Brown. We will respond promptly to any questions. Thank 
you for permitting me to testify, Mr. Chairman. 

Mr. Horn. The committee will now take a 5-minute recess, and 
then panel three will please come forward, and at the end of the 
5-minute recess we will swear you in. 

[Recess.] 

Mr. Horn. Gentlemen, if you would stand and raise your right 
hand, I will swear you in. 

[Witnesses sworn.] 

Mr. Horn. All three witnesses affirmed. 

Please be seated, and we will begin with Mr. Rodgers. Mr. Rod- 
gers, T.J. Rodgers, is the chief executive officer of C 5 q)ress Semi- 
conductor in San Jose, CA. 

We welcome you to the committee. Under our procedures, we 
have 5 minutes for a summary of your statement. Your full state- 
ment is put in the record after the introduction, and all witnesses 
are treated that way, except Cabinet officers and Members of Con- 
gress, which we give them a little leeway, and that is so we can 
have more time for questions. 

We have all read your statements. 'They are very fine statements, 
Sind they will be read in the record for the Members who are not 
here. 

So, Dr. Rodgers, we are glad to hear from you. Please summarize 
your statement. 
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STATEMENT OF T.J. RODGERS, CHIEF EXECUTIVE OFFICER, 

CYPRESS SEMICONDUCTOR, SAN JOSE, CA; ED BLACK, COM- 
PUTER INDUSTRY ASSOCIATION, WASHINGTON, DC; AND 

JOE COBB, THE HERITAGE FOUNDATION, WASHINGTON, DC 

Mr. Rodgers. Thank you very much for the opportunity to tes- 
tify. 

I support dismantling the Commerce Department to save $7.7 
billion, $2.2 billion of which is earmarked for technology pork bar- 
rel programs, which I will spend my time on. 

Secretary of Labor Reich has piously talked about aid to depend- 
ent corporations. This CEO is here to say, cutoff corporate welfare, 
please. Corporate welfare does not work, for three reasons. First, 
to pay for it, the Clinton administration in 1992 has raised cor- 
porate taxes by 1 percentage point. For Intel, 1 percentage point 
is $50 million a year, is 500 Ph.D.s not working in Silicon V^ley, 
so the money can be spent — sent to Washington. 

To pay for corjwrate welfare, the Clinton administration has 
raised individual income taxes by 8.6 percentage points. In this 
case, consider me. My money is invested in Silicon Valley in the 
true stars of the future, companies I know personally. To pay my 
extra taxes, I will sell my investments in Silicon Valley and send 
the' money to Washington. I do not believe Washington invests 
money better than either Intel or I do when it comes to technology. 

And what is most infuriating is that money taken out of the pri- 
vate sector is not typically used to help companies. A good example 
is Sematech, founded in 1987 when the Japanese attacked the 
semiconductor industty. The promise was, the $500 million subsidy 
to the semiconductor industry would help all companies. 

What happened was, Sematech did three things: Created dis- 
criminatory dues to squeeze out the small companies from the sub- 
sidies, paying — small companies having to pay 10 times higher 
dues than large companies. That is why there are only 14 members 
of Sematech out of the 200 possible companies that could have 
joined. 

Second, Sematech gave kickback contracts to its own members 
for doing research and development they would have done other- 
wise. 

Third, Sematech launched an equipment holdback program in 
which they put money into the equipment companies that make the 
machines that we use to make wafers to make the best next gen- 
eration machines with multi-million-dollar contracts under the con- 
dition that those companies withhold from the market those ma- 
chines only for Sematech members, a disaster for non-Sematech 
American companies. 

You have got to ask yourself, did Sematech really need that bil- 
lion dollars from the Government? I don’t think so. Intel, a 
Sematech member, earned $1.4 billion last quarter, enough profit 
in one quarter to fhnd Sematech for 10 years. Why is the taxpayer 
being asked to subsidize 12 of the most prosperous corporations in 
America? 

But Sematech is actually a success story when compared to some 
of the real failures, like gallium arsenide in space. What about 
gallium arsenide crystals being grown in a $100 million space shut- 
tle flight? Gallium arsenide is a high-performance semiconductor. 
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The theory was plausible, perfect wafers grown in the near perfect 
vacuum of space to make better chips. 

The unfortunate problem is, I have a Ph.D. in transistor physics, 
and that theory is pure bunk. The fact is, gallium arsenide wafers, 
the crystals are destroyed and reconstructed multiple times during 
their fabrication. This program was a huge waste of money to the 
taxpayer, to no benefit to the gallium arsenide industry. 

We have made other mists^es investing in gallium arsenide as 
well. In 1990, Arati Prabhakar, the same one who runs NIST and 
makes investments today, masterminded the investments of 
DARPA funds into a company called Gazelle, a Silicon Valley high 
technology gallium arsenide company. 

At that time, I was on the board of directors of Vitesse, the 
gallium arsenide company of southern California. While we were 
laying off people, tr 3 dng to compete in the real world, we saw the 
Federal Government investing in our competitor in the north. 

By the way. Gazelle is now defunct, doesn’t exist anymore, and 
Vitesse is the largest gallium arsenide company in the world, with- 
out a penny from the Government. 

There are four bad reasons consistently given for corporate wel- 
fare. One, it saves jobs. That is true. It subsidizes the savings of 
unproductive jobs and improductive industries, while at the same 
time companies that need that incredible resource, the engineers of 
America, can’t find enough good people. 

Two, corporate welfare fonds risky investments. Sure, it does, 
real risky investments. What we do in Silicon Valley, we need to 
have a high return, like inventing the microprocessor. The risky in- 
vestments that are foisted off on the Government are those with 
high risk and low return. That is the investments that fall below 
the corporate cut line and warrant not being invested in. 

Three, corporate welfare funds military commercial conversion. 
President Clinton last week gave money, in his words, $4.3 million, 
so that the people who weld Bradley vehicles can now weld electric 
cars. That is $4.3 million in wasted dollars in California last week- 
end, because, guess what? Tank companies aren’t going to become 
good car companies. 

Four, corporate welfare creates Government-industry partner- 
ship. VTiat that means in this administration: If you support my 
election, I will build your data superhighway. It is a euphemism for 
corporate pork barrel. 

To conclude, please support H.R. 1756. Cutting corporate welfare 
is the only thing we can do while we are cutting social programs, 
to be fair. 

To Secretary Reich and the administration, I say, I am calling 
your bluff. Please take away your money where your mouth is. And 
to Secretary Brown: I don’t want subsidies; Silicon Valley doesn’t 
want subsides. We are tough enough and smart enough and strong 
enough to compete and win on our own without any corporate wel- 
fare. Dismantle the Department of Commerce. 

Thank you. 

[The prepared statement of Mr. Rodgers follows:] 
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Abstract 

The Department of Commerce (DoC) should be dismantled. Its loose 
collection of pork-barrel programs for industry ("corporate welfare") does 
not even remotely justify its $4-plus billion yearly cost. Vital functions, 
such as the Patent Office, have more suitabie homes elsewhere in the 
government. It is unconscionable that we would even consider cutting 
health care and Social Security and leave alone corporate welfare. The 
five-year savings of $7.7 billion generated by HR 1756 underestimates 
the favorable impact of dismantling the DoC by omitting the huge benefit 
of deficit reduction which would allow the re -investing of DoC funds 
back into the private economy at a higher rate of return. That extra 
five-year benefit would fall in the range from $1.2 billion for generai 
deficit reduction to as high as $16 billion, in the case that the cut DoC 
funds were channeled directly into private -sector research and 
development. 


Introduction 

Thank you very much for the honor of testifying on this important issue. I'm a Silicon 
Valley entrepreneur. I was born in Oshkosh, Wisconsin, educated at Dartmouth 
College in physics and chemistry, and lucky enough to have picked Stanford for my 
PhD studies. At Stanford, I first learned about Silicon Valley and dreamed of starting 
a company, I founded Cypress Semiconductor in 1983. It is now a $500-million chip 
company listed on the New York Stock Exchange, I am a classic Silicon Valley 
entrepreneur. You should know that the Federal Government, through the 
now-defunct Defense Advanced Research Project Agency (DARPA), paid for part of 
my post-graduate education. I believe in free markets, but not to the exclusion of 
government participation. 

What do I stand for? I'm telling you this so that as I make my remarks, you judge 
them in light of my mindset. I'm a Republican, and purely so on economic issues. But, 
frankly, I'm somewhat dismayed by my party's social views. I remain a Republican 
because I believe that economic issues are far more fundamental to freedom than are 
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social issues. If you are poor, you are not free. Poor people lack freedom every day 
and in almost every way. On the other hand, the social restrictions the government 
puts on us encroach on our freedom only some of the time. Wealth is critical to 
freedom — and freedom, above all — is what I stand for. 

We Must Balance the Federal Budget 

The interest payment on the federal debt now equals the budget of the Department 
of Defense. Our "national VISA card" is fully charged and the payments will soon 
equal the entire tax collection of the United States, unless we take urgent action. Of 
course, before that time, we will have "solved" the problem the Argentinean way, by 
issuing the "new dollar" worth ten "old" dollars. 

We all know that much government spending is unproductive. I'll spare you the litany 
of stupid programs to prove the point, except for my favorite example: the USDA 
agriculture agent in Fairfield, Connecticut, who told The Wall Street Journal that she 
was looking--in an East Coast urban region — for just one corn farmer to subsidize. 
There is a side effect to government waste that goes beyond just wasting money. The 
side effect of government spending is what businesspeople would call an opportunity 
cost, the cost of taking money away from other productive investments. Individuals 
and companies are forced to compete with the Federal Government to borrow money. 
Since the government can print money to pay back debt, it gets the lowest rates and 
the most money. When companies are unable to borrow due to competition, they may 
lose a chance to build a factory, and that means lost jobs. When individuals cannot 
borrow money due to a higher bid from the government, home mortgage payments go 
up, making mortgage payments too high for some Americans to afford, meaning 
people are denied homes. When government borrowing replaces private investments 
by companies and by individuals, that's bad for America. 

To balance the budget — and this is an extremely Important point — we must cut 
spending, not raise taxes. It's absolute smoke and mirrors to say we're going to 
balance the budget by raising taxes. Think about it. The Clinton administration raised 
taxes to balance the budget. Those excess taxes come out of the economy, out of 
productive investment, and to the government to subsidize corn in Connecticut. It is 
just as bad not to raise taxes, and simply to overspend by borrowing the 
money --money borrowed away from productive use in the private economy, with of 
course, a promise never to pay it back. This is a critical point: balancing the budget 
must be accomplished by cutting spending, not by raising taxes. 

We Must End Corporate Welfare 

Congress has a good start on a balanced budget. Social programs, medical programs, 
social security and defense are going to get cut, and cut hard. Secretary of Labor 
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Robert Reich has piously challenged Congress, over what he calls "corporate welfare" 
and "aid to dependent corporations. " 

This CEO is here to tell you that he and the men and women of Cypress do not want 
or need any corporate welfare, that Silicon Valley does not want or need any 
corporate welfare, and that corporate America is strong enough, smart enough and 
tough enough to take on Japan and other national competitors and win without 
subsidies. 

I made a similar statement to Congress in 1 993, and was amazed by the response. Let 
me read a paragraph from the Congressional thank you letter I received. 

Dear T.J.; Thank you for coming to Washington to testify before the 
Subcommittee on Technology, Environment and Aviation. In all my years 
in Congress, I really don't recall members spontaneously applauding a 
witness. It is a rare day when we have a witness before us asking the 
government not to get involved. Yesterday was one of those days, and 
as you could tell, your statement was music to our ears. 

Robert S. Walker 

Republican Chairman, Space, Science and Technology Committee 


The Department of Commerce has only one coherent theme connecting its scattered 
activities: the delivery of political funds and favors to widespread constituencies. It is 
no accident that a political party boss was appointed to run the DoC, despite the 
DoC's charter which clearly calls for an engineer -businessperson as its leader. Just 
consider the DoC's internal agencies; 

0 Economic Development Administration-, pork for "economic development 

projects' for "economically distressed" communities and regions. 

o Minority Business Development Agency: pork for "investment in minority 
businesses' (some of which use a token minority CEO to access 
government funds). 

o International Trade Administration: corporate pork "to develop the export 

potential of U.S. firms." 

0 U.S. Travel and Tourism Administration: Chamber of Commerce and 
themepark pork "to promote increased foreign tourism" (i.e., help pay for 
the promotional budget). 
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0 Technology Administration-, corporate techno-pork that "conducts 
technology development and deployment programs." 


o National Institute of Standards and Technology (NIST): corporate 
techno-pork "which assists industry in developing technology... 
manufacturing..." 

o National Telecommunications and Information Administration-, more 
corporate techno-pork, including Vice President Gore's "Data 
Superhighway." 

Of the $7.7 billion in direct HR 1756 savings, $2.2 billion — the second largest DoC 
budget item next to the NOAA — can be saved by cutting the various technology 
pork-barrel programs. I believe corporate welfare should be eliminated. 

The fact is, corporate welfare simply does not work. It fails for three reasons. First, 
corporate welfare programs require increased spending, part of which is funded by 
increased taxes on companies. The Clinton administration raised the corporate tax rate 
by 1 percentage point. Many people might gloss over that fact: "Who cares if 'big 
corporations' pay an extra point in taxes?" It's not that simple. Think about Intel. One 
point in taxes means Intel will pay about $50 million more dollars in taxes next year. 
That's equivalent to 500 PhDs who will not be working in high technology in Silicon 
Valley so that Al Gore can have the $50 million for his Electronic Data 
Superhighway --whenever he figures out what that is. Who invests more productivity 
in technology, Intel CEO Andy Grove or Al Gore? 

Second, increased spending for corporate welfare is also paid for by increased taxes 
on individuals, such as the massive 1992 Clinton tax increase of 8.6 percentage 
points on the personal income taxes of wealthy Americans. Who cares if the "fat cats" 
pay higher taxes? That tax hurts our economy and kills jobs much more effectively 
than any potential benefit of the corporate welfare it funds. Think about me. I am rich 
now, in the top tax bracket. So, I pay that extra tax which does not effect me 
personally because 95% of my wealth is invested. Where do I invest it? Where 
else — Silicon Valley. That's what I know and that's what I do. I personally evaluate 
companies through venture capitalists, invest in some of them, and sometimes serve 
on their board of directors. Consequently, I've accumulated a stock portfolio of dozens 
of Siiicon Valley companies, real technology winners, my personal investments to build 
Silicon Valley. To pay my extra taxes, I will sell some of that stock, and I will send my 
money to Washington. The question is, is the investment that I make in technology 
in Silicon Valley better placed than those investments Washington will make with that 
extra tax money, for example, through programs in the Department of Commerce? I 
think that answer is obvious. 
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Here is the basic pomt about raising taxes: taxes for corporate weifare destroy weaith 
because they take money away from successfui corporations and individuais who are 
professionais at investing and move that money to Washington so that the investment 
can be done by government bureaucrats. The investments in technoiogy wiii be made; 
tax rates determine oniy who the investor will be. 

The third problem with corporate weifare, the most important, and certainty the most 
infuriating problem, is that corporate welfare typically does not help, and sometimes 
even hurts the companies that it is intended to help. That result is true not only in the 
United States, but also in Europe and even in Japan. 

Sematech, A Poor Investment in Corporate Welfare 

The Clinton administration has declared Sematech to be a "triumph of industrial 
policy" to be replicated in other industries. I admit that Sematech is a best case for a 
government-run operation. It is currently well run; it supports a strategic industry 
(semiconductors); and the industry itself pays for about 50% of Sematech's funding. 
Therefore, when I tell you the story of Sematech, in the back of your mind, you should 
remember that this story is a best case, and most other corporate welfare stories are 
economically downhill from Sematech. 

Sematech was founded in 1 987 after the Japanese succeeded in a slashing attack on 
the American semiconductor industry. MITI, the Japanese Ministry of International 
Trade and Industry, was credited with coordinating the successful 
industry-government program. That media hype is totally untrue; I'll tell you more 
about MITI later. 

Scare tactics were used to justify Sematech's funding. "If you don't fund Sematech 
with $500 million, we will lose a critical industry to Japan." You can almost hear the 
testimony rolling out in front of Congressional committees. What else could Congress 
do? Sematech received $500 miilion from Congress with a promise to go only once 
to the government trough before becoming self-sufficient. Of course, as with all 
government programs, that wasn't true. Sematech came back five years later for 
$500 million dollars more from the Department of Defense. Sematech's charter was 
to help the U.S. semiconductor industry learn to manufacture chips better in order to 
compete with the Japanese. With $500 million and that charter, Sematech built a 
massive manufacturing factory in Austin, Texas, which eventually employed almost 
800 people. 

What did Sematech do with their $500 million, after Congress turned its attention to 
other issues? First, they built an exclusive dub, which deliberately prevented the 
subsidy from getting to all but a few of the approximately 200 semiconductor 
companies in the United States. With all that free money, can you believe that only 
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14 American semiconductor companies signed up for Sematech? That's what 
happened. 

But how could that possibly happea? The answer is very simpie: Sematech created 
a discriminatory dues structure which effectively eliminated all of the small and 
mid -sized semiconductor companies in the U.S. The Sematech pitch to Congress was, 
"Come one, come all. Free taxpayers' money; everybody's eligible for 1 % dues." But 
what really happened was hidden in the fine print, "And, by the way, you will not pay 
less than $1 million or more than $15 million in dues." Consequently, a $3-billion 
semiconductor company paid $15 million in dues on $3 billion in sales — that's 0.5% 
of sales, or half the advertised rate of 1%. On the other hand, an excluded 
$20 -million Silicon Valley company --probably more in need of Sematech's help than 
the giants — would have had to pay the minimum $1 million in dues on their sales of 
$20 million, or 5% of safes, in effect, Sematech required small American 
semiconductor companies to pay up to ten times more in dues than the big guys paid. 
Of course, the little companies could not afford it, so they didn't join Sematech. That's 
why only 14 big companies joined Sematech. The big animals shoved the little animals 
away from the pork, and enjoyed it for themselves. 

The second problem: Sematech gave kick-back contracts to its own members. 
Sematech paid its own members to do the research and development that those 
corporations would have done anyway in order to remain competitive. Although it 
looked to Congress as if $100 million were coming from the government and $100 
million from industry, the fact is some of the money was fed back to the companies, 
effectively reducing their dues. 

/ don't care about either of the first two problems; they're petty theft. What I care 
about and acted on is the third thing that Sematech did, creating what i call hold -back 
contracts which were designed to hurt all non -Sematech members, including U.S. 
semiconductor companies. Sematech took government money, which was intended 
to help all of the American semiconductor industry, and used those funds to offer 
contracts to equipment vendors, the companies who make the machines that 
semiconductor companies use to make chips, for example, Sematech might go to a 
camera company that made one of the elaborate cameras with which we print our 
integrated circuits, and offer them a multi-million dollar contract to develop an 
advanced camera, under the condition that when that new camera was ready, it would 
be sold only to Sematech members for a period up to one year before it was released 
to the market in general --including an exclusion to American semiconductor 
companies that were not Sematech members. I found out about Sematech's practice 
when I tried to buy an advanced piece of chip-making equipment from a company 
called Westech in Phoenix, Arizona. Cypress engineers told me they could not get in 
the back room, where the new machine was — only Sematech members could. I called 
up Westech's president and raised hell with him, and I raised hell in the press and with 
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Congress. Sematech vehemently denied on multiple occasions there were any 
hold -back contracts. 

Two years later, when Sematech was sued by Travis County, Texas for not paying its 
local taxes, I was invited by Travis County to participate as a witness. During the 
pre-trial discovery process, I said, that in order to be a good witness, I needed to 
review all contracts between Sematech and any semiconductor equipment 
manufacturers. The lawyers on the other side were fast asleep, and I ended up with 
a big bundle of contracts. There it was — signed by Westech President Tom Tucker 
and Paul Castrucci, the Chief Operating Officer of Sematech — a multi-million -dollar 
development contract for Westech with a one-year hold -back provision in it. 

Sematech Would Have Been Better Without Subsidies 

Sematech has since been cleaned up. My story is five years oid. Bill Spencer, the new 
president of Sematech, and Craig Barrett, the new chairman of Sematech, are solid 
people. They have ended the illegal hold-back contracts. They have created a new 
charter, and Sematech is no longer the big manufacturing consortium, but now an 
information -sharing, standards -setting, and cooperation -producing group that does 
help our industry. Sematech is now on the right track. But, you really have to ask 
yourself the question, did they ever need any of the money, the billion dollars, they 
got from the government? / do not believe so. 

In 1987, the year Sematech was formed, Intel made $288 million in profits--three 
times the Sematech budget. And, there were 13 other partner companies. Why 
couldn't those 14 companies, 12 of them being billion -dollar companies, afford 
Sematech themselves without taxpayer subsidies? By the way, last quarter, Intel made 
$1.4 billion in profit — enough profit in a single quarter to have paid for the entire 
ten -year cost of Sematech. Why is the American taxpayer subsidizing Intel and other 
big semiconductor companies? 

Sematech over -built and over -hired because it had free government money --a classic 
inefficiency problem of government -funded ventures. In the future, when government 
funding has ended (Sematech has volunteered to go off the government dole starting 
in 1 998) and when Sematech scales back to its smaller-scale charter, there are going 
to be unavoidable layoffs. Sematech would have been started more efficiently and run 
better if the government had never invested a nickel in it. 

And remember: Sematech has the best record of any government -subsidized 
technology venture. 

Chips in Space 

Now, I will tell you a story about a real boondoggle: gallium arsenide in space. Gallium 
arsenide is a high-performance semiconductor that produces chips that are much 
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faster than silicon chips. I happen to know about gallium arsenide because I am a 
member of the board of directors of Vitesse Semiconductor, the largest gallium 
arsenide chip manufacturer in the United States. About one year ago, I read an article 
in Electronic Engineering Times in which Professor Ignatiev of the University of 
Houston reported on a space shuttle flight used to grow some gallium arsenide 
crystals in space — a $100 million shuttle flight with one of its primary missions to 
grow five gallium arsenide wafers (wafers are the flat slices from a crystal --shaped 
like slices of bologna — on which we make chips). The rationalization for that mission 
is plausible to a non -technical audience: gallium arsenide crystals grown in the 
near-perfect vacuum of space should be perfect, and therefore make better chips. The 
unfortunate fact is that anybody who knows anything about gallium arsenide chips 
knows that the ‘perfect crystal’ concept is a joke, because a gallium arsenide wafer 
has its crystal structure destroyed and rebuilt multiple times during the gallium 
arsenide chip -making process. Consequently, it doesn't matter if the original gallium 
arsenide wafer is totally perfect or just nearly totally perfect — it's all the same since 
the crystal is going to be destroyed and rebuilt. 

Of course, the ‘wafers from space’ were an economic disaster. The first wafers cost 
millions each. Three more missions were planned! And, the best projections for the 
future — if the process ever went to full production — was that a gallium arsenide 
space -wafer would cost $10,000, as compared to a perfectly good and 
indistinguishable terrestrial gallium arsenide wafer which currently sells for under 
$500. The space -wafer boondoggle wasted money, to the benefit of no company in 
the United States. 

This example points up one big flaw in the Congressional technology funding process. 
Let's suppose you are a non -technical Congressperson and on Monday you attend a 
hearing in which silicon PhDs tell you what programs the government should support. 
On Tuesday, the biotech PhDs tell you what programs they want. And, on 
Wednesday, the computer PhDs tell you how much must be spent to maintain the 
health of our computer industry. How possibly can Congress make even 
close -to -reasonable decisions in that situation? 

When I was in the Russian Silicon Valley, Zelenograd, 26 miles outside of Moscow, 
I saw the very first space-grown gallium arsenide crystals. The Russians went broke 
partly because their space program was much more ambitious than ours. They grew 
not only gallium arsenide, but indium antimonide and ytrium aluminum garnet crystals 
in space. I saw those crystals stacked against the wall In the corner of a small 
museum, with a little cardboard sign bragging about the perfection of crystals grown 
in space, which, of course, were never used for any practical purpose. 

The chief architect of the Advanced Research Projects Agency's (ARPA's) gallium 
arsenide program was Arati Probhakar, who masterminded the federal government's 
direct investment in Gazelle, a Silicon -Valley gallium arsenide company. You can only 
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imagine how discouraged we were at Vitesse, the gailium arsenide company on whose 
board I serve, to see the federal government directly invest in our competitor, while 
we were having layoffs. By the way. Gazelle is now defunct, and Vitesse is a 
successful public company and the largest gallium arsenide manufacturer in the 
world — without a penny from taxpayers. 

Ms. Probhakar is now head of NIST, the National Institute of Standards and 
Technology, one division of the Department of Commerce which passes out corporate 
welfare. She is smart. She is the first woman ever to get a PhD from Cal. Tech. I 
have nothing against her, but, based on her resume, I can tell you right now she 
would not qualify to be a vice president in my company. Nonetheless, in the 
government, she has a department working for her which has a billion -dollar 
technology budget. She is only 36 years old, and has never held a real job In a real 
company outside the government, and yet she makes massive technology decisions 
for a nation. In an interview in Scientific American, she said recently, "[There is] a 
culture at ARPA that celebrates taking risks very similar to the culture that is growing 
now at our ATP." Well, there's a big difference between real free market risk taking 
and Arab's risk taking at NIST. She takes her risks with your money, and, unlike the 
real world, she does not have to deal with the checks and balances of the market if 
she fails and wastes that money. 

Corporate Welfare Does Not Work in Foreign Countries Either 

/ often get asked the question, "How can you possibly compete against a subsidized 
foreign company? " And the answer is, "Very easy, it's much easier than competing 
against a real company that is competitive on its own without corporate subsidies. " 
Consider the case of the European semiconductor industry. They have a program 
named JESSI, their equivalent of Sematech (and often used to justify Sematech). It 
has showered billions of dollars on the European semiconductor industry. My company 
once tried to acquire a European semiconductor company that claimed it was 4% 
profitable. When we went over their books and stripped away the government 
subsidies, which we would have lost had we acquired the company, their real 
profitability was minus 31%. This company was deceiving itself that it was 
competitive because it was hooked on the heroin addiction of corporate welfare. 
Indeed, the entire European industry suffers similarly. 

The European semiconductor industry has now slipped to manufacturing only about 
5% of the world market for semiconductors. It is far behind the leaders, America and 
Japan. And, if the European semiconductor industry does not accelerate, it will soon 
be in fifth place, behind Taiwan and Korea. But, there's a worse side to the story than 
just wasted subsidies. When the semiconductor subsidies did not produce strong 
growth, the Europeans levied duties on chips imported into Europe, ostensibly to 
protect their fledgling industry. What they forgot was that chips are the life blood of 
the computer industry, the raw material of computers. The European governments had 
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unintentionally made the most important components of every computer more 
expensive for every one of their computer companies — and nearly wiped out their own 
computer industry. ICL, the largest computer company in England became financially 
distressed and was acquired by Toshiba. Nixdorf, the second largest computer 
company in Germany, is no longer an independent company. Bull, once the largest 
French computer company, was sold to Honeywell, taken over by the French 
government, and finally sold back to private industry in pieces. 

But what about the European aviation subsidies, aren't they a success? Look at the 
Concorde; at 2,000 miles an hour, it makes the Boeing 737 look like a biplane. Isn't 
that a leapfrog success? There is a little problem if you check the cost of flights from 
New York to London. It costs $4,500, one way, to fly the Concorde from New York 
to London in 3 1/2 hours. British Airlines also offers a subsonic coach fair of $650, 
with a travel time of 7 hours. That means the extra cost for flying the Concorde is 
$3,850 to save 31/2 hours, or over $1,000 per hour saved. That's why the Concorde 
is nothing more than a technological novelty and another big loser for the European 
taxpayer. 

If the Concorde is not a success, how about Airbus? Isn't that a real threat to Boeing? 
Airbus makes good airplanes, but that is not the issue. Return on government 
investment is the issue. It cost British and French taxpayers approximately $26 billion 
to produce 40,000 jobs at Airbus. That amounts to an investment of about $650,000 
per job created, versus the American figures of $60,000 per job created by Fortune 
500 companies and $48,000 per job created by venture capital investment. 
Consequently, Airbus represents another very bad deal for the European taxpayer who 
was forced to invest to create jobs at a cost ten times higher than those jobs created 
in the free market at no cost to taxpayers. And there is a huge cloud on the horizon 
for Airbus; sometime in the future, if conservative governments in Britain and France 
decide that, during hard times, they can no longer afford to subsidize Airbus, the 
consortium will face a severe economic collapse because it will not be able to compete 
in a free market on its own. 

What about the Japanese government -industry programs funded by MITI? It is true 
that MITI's Very Large Scale Integrated Circuit (VLSI) program attacked the American 
semiconductor industry successfully in the 1980s. In 1982, the American 
semiconductor industry enjoyed a 54% -34% market share lead over the Japanese 
semiconductor industry. Later, in 1989, after the Japanese VLSI program had its 
impact, the American semiconductor industry lost market share leadership to Japan 
by a 35% -52% deficit. 

Although the MITI VLSI program was successful at that time, the fact is that MITI has 
also wasted a huge amounts of money and counts many more failures than successes 
among its investments. For example, consider MITI's high definition television (HDTV) 
program. MITI invested $1 billion to define and dominate the next -generation HDTV. 
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Some American executives immediately appealed to Congress to get their equivalent 
piece of corporate welfare. The reality: the United States won the HDTV definition 
race with a superior digital design funded entirely by private industry. The Japanese 
taxpayers (who already live in homes with half the square feet per person of the 
average American taxpayer) lost $1 billion. 

We continue to hear about the Shinkhansen, the Japanese bullet train that travels at 
180 miles per hour, while our railroads decay. The reality: the bullet train has the 
largest operating deficit of any railroad in the world. Meanwhile, you and I can fly the 
equivalent of the length of Japan in any direction in the United States for $99. 
America's Reagan -deregulated airlines and unsubsidized aircraft industryare much 
more efficient than the Japanese bullet train and they pay taxes, rather than absorbing 
tax dollars. 

Do you remember TRON? TRON was a Japanese fifth -generation computer which 
threatened to wipe out the U.S. computer industry, a threat which triggered yet 
another stampede of executives 'o Washington to cry for corporate welfare. The 
reality: TRON was a non-event and the U.S. computer industry remains dominant. 
And there is late news: Compaq Computer Corporation, a venture -funded firm in 
Houston, has recently made significant inroads into the Japanese personal computer 
market, once dominated by Nippon Electric Corporation. 

The final point on Japanese corporate welfare is that even MITI's VLSI initiative has 
not been a permanent success. In 1 992, America's semiconductor industry took back 
first place in semiconductor manufacturing in the world with a 42% -34% market 
share lead over Japan. There are two reasons for the success of America's 
counter -attack. The large American semiconductor companies which had suffered the 
brunt of the Japanese attack decided not to tolerate losing and, led by Intel, now the 
worlds' largest semiconductor company, took back some of the market share they had 
lost. Second, the semiconductor companies in what I call the "class of 1 983" — which 
includes early-1980s start-ups such as my company. Altera, LSI Logic, and 
Xilinx — grew large enough to influence world market share statistics. The Sematech 
PR machine tried to grab credit for the American semiconductor revival, but It is hard 
to see how an equipment and standards -based organization influenced, for example, 
Intel's dominance of the computer architecture for personal computers. 

Corporate welfare does not work anywhere in the world. It does not work because it 
penalizes a country's winners with excess taxes in order to fund that country's losers 
with inefficiently run government programs. "They've got subsidies; we need 
subsidies , " is exactly wrong. America will be much more competitive on a relative 
basis if we allow the nations with whom we compete to squander their taxpayers' 
money, while we encourage our companies to win without subsidies. It's like the 
Olympics: there comes the day when an athlete must walk alone into the arena of 
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competition. The governrnent cannot lift the weights and run the miles that are 
required to be a champion --only an individual can. 

Classic Bad Arguments for Corporate Welfare 

Bad argument #1. Corporate welfare saves jobs. People are the most valuable asset 
of any company. What would Saddam Hussein do if he ever captured a Cypress 
Semiconductor plant? Nothing, because he does not have the people who know what 
to do. The point is that people make our company's profits - -not our equipment or our 
patents or our money. Good people are extraordinarily hard to get. That is why it is 
an economic disaster for America to use taxpayer dollars to trap people by "saving" 
dead-end jobs in low -productivity companies. For example, considerthese facts: the 
revenue per employee per year at my company is about $350,000. That represents 
how much each of our employees contribute to our sales, on the average. Some of 
our less efficient competitors in Silicon Valley have revenue per employee figures of 
only $100,000 per year. When one of those companies has a layoff, freeing an 
employee to walk across the street to join us, that transaction adds $250,000 per 
year to the American economy. America produces $250,000 more in GDP that year 
due to that one job change. Here is the point: when changing jobs contributes to 
overall American wealth, it is our moral obligation to let people quit or be laid off by 
corporate losers so that they can join corporate winners. 

Bad argument #2: Corporate welfare funds risky investments. The first fallacy of this 
argument is that companies do not make funding decisions based on risk alone, but 
on the basis of return on investment. If the project is risky, it must demonstrate 
superior return in order to be funded. Silicon Valley companies fund very risky 
programs all the time. Those government-funded projects touted as "risky” are 
typically very risky projects with an ordinary rate of return — in other words, bad 
investments that fall below the corporate cut line for good reasons. The operative 
attitude in the corporate community seems to be, "It's free money: let the government 
pay for it. If it works, fine." No wonder a recent New York University study found 
that private R&D delivered a return on investment of 27% to 60% while government 
R&D hovered near the 0% return mark. 

Bad argument #3: Corporate welfare funds military -to -commercial conversion 
programs. I once saw an ad in the San Jose Mercury News in which a tank entered 
on the left side of the page and "morphed" into a Mercedes exiting the right side of 
the page. It is a nice image, but that is not going to happen in real life. Military 
companies have organizations optimized to make very expensive, unique, low-volume 
systems. The military corporate cultures will find it virtually impossible to change into 
the radically different companies that compete in the commercial market. How does 
an executive staff say to itself, "In order to be competitive, we will have to lay off 
75% of the executives in our corporation"? As the defense industry winds down, its 
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people should be allowed to move to more productive jobs, rather than being trapped 
in their old companies by corporate welfare. 

Bad argument #4; Corporate welfare creates a healthy government-industry 
partnership. What does the word "partnership” mean? It means, "If you give me free 
money, I will be your partner and political contributor," Or: "If you support my 
election, I will be your partner and pay for your Data Superhighway." The Clinton 
administration is the biggest distributor of techno -pork of all time. And that was their 
election strategy: Don't curry favor with new bridges and roads, rather cultivate the 
CEOs of Silicon Valley. 

The waste inherent in corporate welfare stems from at least two generic government 
funding process failures. First, there is the hometown problem. For example. Senator 
Pete Domenici of New Mexico wants to keep open the Sandia and Los Alamos 
Laboratories in his home state. Let me read you some excerpts from an unsolicited 
letter I received in 1992 . 

Dear T.J: Knowing your dislike for government intervention in the 
semiconductor industry, I thought I would give you a suppressed fact 
about semiconductor technology and the government labs. 

Sandia National Laboratories in Albuquerque, New Mexico broke ground 
on a class one clean room facility and fully occupied it in January 1988, 
building 858. The plan was to bring up the facility on an SRAM [memory 
chip] product. As of May, 1991, they had failed to fabricate one good 
SRAM. They then decided to concentrate on "unit processes," reduced 
the production staff, and abandoned the SRAM goal so they wouldn't 
have to build an 1C. [integrated circuit.] 

During the same time frame that Cypress built an 1C facility for under 
$30 million and had [SRAM] parts out in 8 months, Sandia built an 1C 
facility for over $65 million and could not produce a single good 1C after 
3 1/2 years of trying. And government intervention is going to "save" 
the U.S. semiconductor industry?" 

By the way, since nuclear weapons systems are no longer being 
designed and buiit, Sandia facility has lost its reasons for existence. The 
new mission of the Sandia 858 facility is to "teach the U.S. 
semiconductor industry how to be competitive with the Japanese]!]" 

Hope you can use this fact somewhere in one of your free enterprise 
versus government interference talks. 

Regards, John Coleman 


- 13 - 



189 


Lobbying is the second process probiem in government technoiogy funding. Which 
company is going to get the techno -pork: the Silicon Valley garage shop with 
world -beating technology or the aging corporate giant with a threat of layoffs and a 
force of 40 lobbyists? 


What Should We Do? 

Corporate welfare burdens successful companies and individuals with higher taxes and 
higher interest rates. And, as with social-welfare, corporate welfare often hurts the 
intended beneficiary. The Department of Commerce is one of the primary vehicles for 
corporate welfare. Please support HR 1756, "The Department of Commerce 
Dismantling Act. ’ It is only fair that we cut corporate welfare along with social 
programs. Social Security, health care, and defense, i am calling your bluff Secretary 
Reich, take awav vour money where vour mouth jj. 

And to Commerce Secretary Brown: I don’t want anything from you. The men and 
women at Cypress don’t want anything from you. Silicon Valley does not want 
anything from you. Please dismantle your agency for corporate welfare, the 
Department of Commerce, and let us in Silicon Valley be free to compete and to win. 
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Mr. Horn. We thank you very much for that testimony. That is 
an excellent statement, and I enjoyed reading the comments you 
received from the Science Committee when you testified before our 
colleagues. So thank you very much for coming back to Washington 
a few years later to share some similar views. 

The next witness is Mr. Ed Black, president of the Computer and 
Communications Industry Association. And welcome, Mr. Black, 
and please proceed. 

Mr. Black. Thank you, Mr. Chairman, members of the commit- 
tee. I appreciate the opportunity to testify today on this important 
issue. 

I am very tempted to deviate from my planned statement be- 
cause there are many things that my colleague said which I agree 
with, but a few that I seriously disagree with as well. 

But let me continue. Our member companies in CCIA have many 
years of dealing with the Department of Commerce, and, frankly, 
with many Govenunent agencies. Commerce has made many mis- 
takes. Where the mistakes were made, we have not shied away 
from criticizing the Department, pointing out the need for improve- 
ment and making some of the points that Mr. Rodgers made. 

But through that constructive criticism, we think Commerce has 
been made into a stronger department that is more useful for busi- 
ness as well as more effective in implementing Government policy. 

For years, the business community has argued that Government 
needed to be a better advocate for U.S. business in the inter- 
national marketplace, that it needed to encourage technologies 
which would keep America a step ahead of its competitors, that it 
bring the private sector perspective to the export licensing process, 
and that it help coordinate the development of the information su- 
perhighway in a way that will benefit all Americans. 

Today, the Department of Commerce is doing these things and, 
for the most part, doing them very well. That is why, as a frequent 
critic of Commerce operations in the past, I find it difficult to un- 
derstand the urgency or substantive need to focus on its restructur- 
ing now when it is finally performing in ways we have so long 
sought. 

We do not come here today committed to the status quo. We are 
more than willing to engage in a serious discussion of ways to re- 
structure, reorganize Government, including the Commerce Depart- 
ment. But if we are to foster an open, thoughtful dialog, we would 
like to lower the intensity of the debate and to prevent decisions 
from being made by factors with so much political overtone. 

Any meaningful reorganization efforts must be undertaken in 
conjunction with a broad and thoughtful review of the interrelated 
programs scattered throughout government. 

We strongly support the overall effort to streamline government, 
to eliminate duplicative and unnecessary programs, and to get con- 
trol of the budget deficit and the overall debt, but we do not think 
it is essential to create or eliminate agencies, per se, and we do not 
support haphazard restructuring. There is no absolutely correct 
number of agencies or congressional committees. What is important 
is that the Nation’s vital business get done and as effectively and 
efficiently as possible. 
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We are very wary of hasty decisions that could result in penny 
wise, pound foolish scenarios. There is no perfect way to organize 
government, but the structure of government does have a tremen- 
dous impact on government actions and outcomes. 

One way you could organize American government is to structure 
it to take account of those values most important to who we are 
as a Nation and to make sure such considerations are kept in the 
forefront as important decisions are made. 

So we ask, what is America about? It is about a number of core 
things: Freedom, security, justice, limited government, opportunity. 
It is also about the strength and vitality of our economy. The pri- 
vate sector of this country is a dynamo for the most unprecedented 
growth in the annals of world history. 

When we go to reorganize our Government, it would be wise to 
ensure that each of our core values is recognized, understood, and, 
where possible, reflected in institutions. 

When, therefore, I and others indicate our desire for a powerful 
Cabinet agency: competent, knowledgeable, and empathetic, if not 
always sympathetic to the problems faced by American business, I 
urge you to realize it is not just special pleading. It is a desire to 
have top-level entree to help prevent public sector excesses from 
trampling, through ignorance or by design, on those factors which 
enable our economic system to flourish. 

Title I of this legislation is to establish a Commerce Programs 
Resolution Agency. For the various reasons that this testimony in- 
dicates, we think the establishment of such an agency is something 
we cannot support. 

A quick word about export controls. Far from perfect in its oper- 
ations, the Commerce Department in the export control area is not 
the core problem. The involvement of the Commerce Department in 
the process is something we believe to be absolutely essential. To 
projwse a transfer of these functions to State and Customs, as the 
original Chrysler bill does, reveals either a frightening level of ig- 
norance or a callous disregard for the legitimate concerns of indus- 
try. 

There is no single aspect of the legislation which more vividly re- 
flects its inadequacy to memy members of the business community. 
It was a signal to many of us that the due deliberation and insight- 
ful understanding necessary when reorganizing government was 
lacking when this legislation was first introduced. 

While more recent proposals call for consolidation of the trade 
functions, and Mr. Mica, I think, has made some very solid efforts, 
they do not yet provide for a strong Cabinet Secretary able to deal 
with other Secretaries as a peer on export controls. It is invaluable 
that there be someone at the table who appreciates the concerns 
and complexities of the private sector. 

I would hope that thii^ Congress, at least as much as any before 
it, has sufficient wariness of Federal power — and respect for the 
private sector — ^to ensure that decisions impacting our economic en- 
^ne are not made in isolation. A broad-based Cabinet-level agency 
is thus essential. 

I would point out that when we looked at the Chrysler bill — and 
we have looked at various proposals that have come on since — it 
has been a concern that someone object, well, why should some- 
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thing — some provision go to Customs or ITC? And the response, I 
am ^raid, has been, well, we can put it somewhere else. 

That is indicative of what we think is going about this backward, 
and we would like to see it looked at from an overall governmental 
perspective, not from, we are going to do this to this agency and 
we will put stuff elsewhere. Frankly, when you say — 1 week you 
put it here, and 2 weeks later you can put it there, and 3 weeks 
later somewhere else, it doesn’t look like a good, thoughtful process 
to us. 

Thank you. 

[The prepared statement of Mr. Black follows:] 
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ED BLACK, PRESIDENT 

COMPUTER AND COMMUNICATIONS INDUSTRY ASSOCIATION 


Chairman, Members of the Committee, I appreciate the opportunity to testify 
today on proposals to eliminate or transfer the functions and programs of the 
Commerce Department, and on the necessity of creating a Commerce 
Programs Resolutions Agency pursuant to Title I of H.R. 1756. 

The Computer & Communications Industry Association (CCIA) is a trade 
association whose member companies are drawn horn the many sectors of 
the computer and communications industry. Our members range in size 
from small entrepreneurial firms to many of the largest in the industry and 
are represented in CCIA at the CEO and senior executive level. Collectively, 
CCIA members generate armual revenues in excess of $190 billion and 
employ well over a million people. 


OVERALL PERSPECTIVE 

CCIA is well suited to address this issue. Over the years, we and our member 
companies have had numerous dealings with many different parts of the 
Department of Commerce, and with a half-dozen Secretaries of Commerce. 
Certainly, as with most government agencies. Commerce has made mistakes. 
When mistakes were made, we have not shied away from criticizing the 
Department and pointing out the need for improvement. Through 
constructive criticism, we sought to make Commerce stronger, into a 
Department that is both more useful for business as well as more effective in 
implementing goveriunent policy. 

For years, the business community has argued that government needed to be 
a better advocate for U.S. business in the international marketplace; that it 
needed to encourage technologies which would keep America a step ahead of 
its competitors; that it bring the private sector perspective to the export 
licensing process; and that it help coordinate the development of the 
information superhighway in a way that will benefit all Americans. Today, 
the Department of Commerce is doing these things and, for the most part, 
doing them very well. That is why, as a frequent critic of Commerce 
operations in the past, I find it very difficult to understand the urgency or 
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substantive need to focus on its restructuring now, when it is finally 
performing in ways we have so long sought. 

We do not come here today committed to the status quo. We are more than 
willing to engage in a serious discussion of ways to restructure, reorganize, 
and improve government, including the Commerce Department. But if we 
are to foster an open, thoughtful dialogue, we must first lower the intensity of 
the debate, to prevent decisioirs from being principally guided by parochial 
political factors. Any meaningful reorganization efforts must be undertaken 
in conjunction with a broad and thoughtful review of the interrelated 
progranas scattered throughout government. 

We strongly support the overall effort to streamUne government, to 
eliminate duplicative and unnecessary programs, and to get control of the 
budget deficit and the overall debt. But we do not think it is essential to create 
or eliminate agencies per se, and we do not support haphazard restruchiring. 
There is no absolutely correct number of agencies or congressional 
committees. What is important is that the nation's vital business get done, 
and as effectively and efficiently as possible. We are very wary of hasty 
decisions that could result in various "peimy-wise, pound-foolish" scenarios. 

In many areas, government can benefit by following the example of the 
private sector, especially with regard to cutting costs, eliminating waste, and 
improving efficiency. Government can also learn the foolishness of 
undermining those aspects of its operations that actually work. Government 
and business alike need to support those factors which will lead to greater 
long-term effectiveness. 

We believe there is substantial evidence that Commerce is working 
effectively and that many of its functions are essential to a constructive 
federal goveriunent role. Commerce's market research provided by the 
export promotion programs has helped thousands of small companies break 
into foreign markets; the expertise provided by Commerce's industry and 
country specialists have helped the U.S. Trade Representative negotiate 
complex trade agreements; and the technology programs administered by 
NIST are helping manufacturers develop promising new technologies. These 
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and other efforts of the Department of Commerce provide an invaluable 
service, not only to industry, but to the entire nation. 


We also want to point out important distinctions between restructuring a 
company and restructuring our government. Downsizing and restructuring 
are different, and have different significance, for government and for 
business. It is true that both run programs and deliver products or services. 
But government is unique in its responsibility for making policies and 
decisions that affect the lives of millions of people and thus, at least in our 
representative democracy, has the responsibility to ensure that its citizens' 
various interests are taken into account. The structure of government is an 
important way to do so. There is no perfect way to organize government, but 
the structure of goveriunent does have a tremendous impact on government 
actions and outcomes. 

One way to organize American government is to structure it to take account 
of those values most important to who we are as a nation and to make certain 
that consideration is kept in the forefront as important decisions are made. 
So we ask: What is America about? It's about a number of core things: 
freedom; security; justice; limited government; opportunity. It's also about 
the strength and vitality of our economy. The private sector of this country is 
a dynamo for growth unprecedented in the annals of world history. When 
we go to reorganize our government, it would be wise to ensure that each of 
our core values is recognized and understood, arid where possible, 
institutionalized. 

When, therefore, I and others indicate our desire for a powerful cabinet-level 
agency - competent, knowledgeable, and empathetic, if not always 
sympathetic, to the realities and problems faced by America's businesses - I 
urge you to realize that it is not just special pleading. It is a desire to have a 
top-level entity to help prevent public sector excesses from trampling, 
through ignorance or by design, on those factors which enable our economic 
system to flourish. Structuring goveriunent to ensure domestic economic 
health and preserve the competitiveness of American businesses are both 
logical and essential. Especially in a globally competitive world, the United 
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States must not unilaterally abandon those activities that allow the private 
sector to compete fairly and equitably in the world. 

The legislation under discussion will affect programs which both 
affirmatively attempt to remove or hurdle obstacles, such as the U.S. & 
Foreign Commercial Service, and others where government acts with a 
heavy hand, such as with export controls. The placement of such programs 
in an agency lacking understanding of the realities of business could 
potentially be devastating. 

Title I of this legislation establishes a Commerce Programs Resolutions 
Agency, designed to phase out a number of important Commerce functions as 
part of the elimination of the Commerce Department. Over a three-year 
period, this agency would oversee the elimination or transfer of the Bureau 
of Export Administration, the Technology Administration, the National 
Telecommunications & Information Administration, the International Trade 
Administration, the Patent and Trademark Office, and others. As our 
testimony indicates, our views on these programs and on the need for a 
cabinet-level agency for these areas, it is impossible for us to support the 
establishment of such an agency. 


COMMENTS ON PROGRAMS AND AGENCIES WITHIN COMMERCE 
AFFECTED BY H.R 1756 

CCIA's involvement over the years has mainly been with the following 
organizations: the International Trade Administration (ITA) and all of its 
major components, the Bureau of Export Administration (BXA), the 
Technology Administration including the National Institute of Standards 
and Technology (NIST), the National Telecommunications Information 
Administration (NTIA), the Patent and Trademark Office (PTO), the 
Economics and Statistics Administration, and the Office of the Secretary. 

International trade is an increasingly important aspect of our economy and 
needs to be an area where goveriunent functions are consolidated, not 
disp>ersed. There are significant linkages and synergies which result from the 
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various international trade programs when they work closely together. The 
idea of eliminating or splitting up many of these functions is antithetical to 
anyone who has worked in the international field. The U.S. & Foreign 
Commercial Service, the Trade Development and Export Promotion 
programs, the International Economic Policy and Import Administration 
agencies, as well as the Bureau of Export Administration, should be the core 
of the government's activities in this area. 

For many in my industry, the international functions are especially 
important. But other parts of the Department also fulfill essential, and often 
related, functions. The Economics and Statistics Administration is a source of 
valuable information and analysis; the Patent and Trademark Office deals 
with some of the most critical, complex issues facing us as our industry grows 
and we create national and global information infrastructures. NTIA, NIST 
and the Technology Administration help industry develop technology 
standards and measurements, and stimulate research. While we have been 
wary of too great a government role in these arenas, there are important 
stimulative and catalytic roles which government can and should play. 
These agencies are among the very few places in government where an 
understanding of our industry and technology exists at anything but the 
shallowest level. 

A word about export controls is essential. The way government has 
mishandled export controls is a national embarrassment. For a decade, one 
blue ribbon panel after another has shown that tens of billions of dollars in 
business have been lost year after year due to unnecessary export controls and 
a system that could not adjust to a rapidly changing world. For illustrative 
purposes I have attached a copy of a chart describing the current export 
control process. We have labeled this the "chart from hell." The chart 
reveals the interagency duplication, complexity, inconsistency, and 
contradiction which plague the current system. Though far from perfect in 
its operations, the Department of Commerce is not the problem. In fact, the 
involvement of the Commerce Department in the process is something we 
believe to be absolutely essential. To propose the transfer of these functions 
to State and Customs reveals either a frightening level of ignorance or a 
callous disregard for the legitimate concerns of industry. There is no single 
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aspect of this legislation which more vividly reflects its inadequacy. It has 
been a signal to many that the due deliberation and insightful understanding 
necessary when reorganizing government is lacking. While more recent 
proposcds caU for the consolidation of the trade functions^ they do not provide 
for a strong cabinet Secretary able to deal with other Secretaries as a peer on 
export control matters, which is essential. 

Finally, it is critical to stress that in the years before the current Secretary 
brought his uniquely assertive - and generally acknowledged effective - style 
to commerce, the cabinet-level Office of the Secretary had been of immense 
value to the business community and to the nation. Previous Secretaries 
have had a seat at the table when other agencies considered policies that could 
have a highly negative impact on the private sector. It is invaluable that 
there be someone “at the table” who appreciates the concerns and 
complexities of the private sector. I would hope that this Congress, at least as 
much as any before it, has sufficient wariness of federal power and respect for 
the private sector to ensure that decisions impacting our economic engine are 
not made in isolation. A broad-based cabinet-level agency is thus essential. 


CONCLUSION 

Passage of this legislation in its current form is premature, and unwise. We 
are not committed to defending the status quo. However, while broad 
reorganization of government may be desirable, it should be undertaken 
carefully, deliberately, and in a less charged environment. Improving, 
streamlining, and cutting programs may all be achievable, but we must not 
destroy highly beneficial programs that are necessary and successful. 

If in your wisdom, at the end of the day, a cabinet department is not 
eliminated, it is hard to imagine that there will be any outcry. Those who 
might be tempted to score political points will hardly be able to do so, 
especially when you can demot\strate the totality of the budget cuts that will 
have been made. 
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We understand the symbolic value of eliminating a cabinet agency. For those 
of us who believe a dramatic major cutting of government is necessary, it is 
easy to understand the appeal of eliminating an entire department. But in 
truth, the symbol is uimecessary. Whatever the debates may be on the 
specifics of the budget, it appears unlikely that many will fail to recognize the 
sweeping scope and historic nature of this Congress' federal budget cuts. 
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Mr. Horn. Thank you very much for your testimony. 

I might note the presence of the author of that bill, Mr. Chrysler. 
He was with us for the first hour, had to go to another committee 
meeting, euid we invited him to sit with us as a member of the full 
committee, who is the author of the bill, and, without objection, we 
welcome him. 

Our last witness in this panel is Joe Cobb, who has very interest- 
ing testimony, as far as I am concerned. He confesses what he 
learned at the State government level. He is the John M. Olin sen- 
ior fellow in political economy at the Heritage Foundation. 

He also gives his testimony in big print, which is immensely wel- 
come. My eyes thank you. 

Mr. Cobb. I worked as a staffer for several congressional commit- 
tees, and I have learned a few of these tricks, as I did when I was 
with State government. 

Thank you for inviting me to appear here today to comment on 
a few of the proposals in H.R. 1756 to abolish the U.S. Department 
of Commerce. 

Let me say at the outset that the views I am expressing today 
are my own and not those institutionally of the Heritage Founda- 
tion. 

I want to focus my remarks today on provisions in Title I of the 
bill, which of course is your jurisdiction, to create the Commerce 
Programs Resolution Agency, or CPRA. I want to express my sup- 
port for the way in which Representative ChrysleFs task force, 
which drafted the legislation, h^ proposed to carry out the plan of 
dismantling the Department of Commerce. 

I believe that under our constitutional system of government 
there is a proper division of powers between the executive and the 
legislative branches of government. The function of the legislative 
branch is to choose the goals of government policy, to establish the 
framework for executing that policy, and to authorize the executive 
branch to do it. This is precisely how the proposed legislation 
would work. 

The role of Congress is most obvious in Title II of the legislation 
which deteiils all the programs to be terminated, and winch pro- 
grams are to be moved under the jurisdiction of other government 
agencies or established in the private sector. 

The job of managing, the job of the executive branch, is quite 
properly delegated by the legislation in Title I, which establishes 
CPRA. It is designed to be a problem-solving task force that can 
carry out such a complex task as dismantling a large Government 
agency. 

CPRA would be a direct continuation of the Commerce Depart- 
ment, not a new Federal agency, but at the same time it would be 
a completely new form of organization. I suggest you think about 
it in the same sense as a caterpillar’s cocoon. The caterpillar spins 
its cocoon and lives in it as it grows wings and becomes a butterfly. 
The present Commerce Department is that caterpillar, and the end 
result for the American people after 3 years will be a butterfly, 
and, like the cocoon, CPRA will be discarded when the process is 
completed. 

The Heritage Foundation has published a backgrounder, which I 
wrote, that analyzes the Commerce Department and every provi- 
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sion of H.R. 1756. With your permission, I will submit a copy of 
that for inclusion in the hearing record. 

Mr. Horn. Without objection, it will be inserted in the record at 
this point. 

[The backgrounder follows:] 



The Heritage Foundation 214 Massachusetts Avenue N.E. Washington. D C, 20002-4999 (202) 546-4400 


August 21, 1995 

HOW TO CLOSE DOWN THE 
DEPARTMENT OF COMMERCE 

INTPODUCTION 

The congressional budget resolution for fiscal year 1996^ calls for elimination of the 
U.S. Department of Commerce (DOC). With its many sweeping changes, this resolution 
is both symbolic of Che change in philosophy of this Congress and a very practical pro- 
posal to restructure a collection of programs and agencies that have little reason to share 
a common organizational structure. Legislation has been introduced in both the House 
and Senate to dismantle the Department of Commerce.^ and both the House Commerce 
Corrunittee and Senate Governmental Affairs Committee have held hearings.^ The con- 
gressional leadership has indicated that the FY 19% budget reconciliation bill will in- 
clude language to close down the Commerce Department.^ 

Tbe idea of closing the department ccmucs entirely from Congress. The Administra- 
tion’s reinventing government initiative barely touches the Department of Commerce, 
which indeed cannot be 'Reinvented.’* Tbe course of action is to dismantle the 

agency, which is little more than a coUection of disparate programs. Tbe Commerce De- 
partment has 20 undersecr^aiy and assistant secretary offices, six directors and adminis- 
trators, and 263 pt^tical q^intees, and shares four budgetary functions with eight other 
Cabinet and sub-Cabiiiet departments. 


1 House Coocuneat Resoiutioa 67. June 29, 199S. 

2 H.R. 1756, introduced by R m i uuiM iive ENck Cbryskr (R-MI) with 60 cosponsors on June 7. 1995, and S. 929, 

introduced by Senttor Abrabn (R-MI) with 5 cosponsors on June IS, 1995. Subsequent footnote references 

are to sections of diis l^islatiaa unless otberwue noted. 

3 On July 24 and July 25-27. 1995. lespectiwely. 

4 Patrice HiU, Xommerce RkIs Discatd in GOP,” The WashiRgU>n Times, July 27. 199S, p. A9. 


Note Nothing wnaen here is to De construed as r^ecessaniy reflecting the views of The Heritage foundation or as an attempt 
to aid or hinder the passage of any bill before Congress 
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To close the department, obsolete and outmoded programs should be terminated, and 
duplicative programs should be consolidated with other departments. Commercial activi- 
ties should be privatized or ended — leaving private corporations to pay for their own re- 
search, advertising, and other costs of doing business. 

Specifically, Congress should: 

✓ Close down the Office of the S«::mtary and Departmental Administration. 

✓ Use the staff of the Inspector General as the core for the transition work but abolish 
the office upon completion of this woric. 

✓ Close the Economic Development Administration, with outstanding loans to be col- 
lected by theTreasury Department. 

✓ Consolidate the Bureau of the Census and other federal statistical agencies, includ- 
ing the Economics and Statistics Administration, within a single new independent 
agency. 

✓ Transfer trade functions to theTreasury Department, including the International 
Trade Administration. 

✓ Transfer the Bureau of Export Administration to the Defense Department. 

✓ Close the domestic offices of the U.S. and Foreign Commercial Service. 

✓ Close down the Minority Business Development Agency. 

✓ Close down theTravel and Tourism Administration. 

✓ Transfer the National Oceanic and Atmospheric Administration — the major part of 
the Commerce Department — to other Cabinet departments that perform similar func- 
tions and close down the NOAA Corps. 

✓ Establish the National Weather Servke as an independent agency, with commercial 
services privatized. 

✓ Establish the Patent and Trimark Office as an independent corporation. 

✓ Close down the Office of Technology Policy (Technology Administration). 

✓ Privatize the National Technical Information Service. 

✓ Close down the National Institute of Standards and Technology and transfer residual 
functions to the National Academy of Engineering. 

✓ Close down the National Telecommunications and Information Administration and 
privatize electromagnetic spectrum. 

A Cabinet department reporting directly to the President of the United States ought to 
have a clearly defined mission and ntH continue year after year to function simply as an 
organization chart, tying together a loose collection of agencies. Defenders of the Com- 
merce Department argue th^ its various activities are valuable and useful, but no case 
has been made that these functions cannot be performed in the private sector or else- 
where in government, or that they are nK>re v^uable than the budgetary resources con- 
sumed. 
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Because Commerce would be the first Cabinet department in U.S. history to be disman- 
tled. the absence of clear precedents and procedure presents a challenge for the House 
and Senate task forces chaired by Representative Dick Chrysler (R-Ml) and Senator 
Spencer Abraham (R-MI). Title I of totb their bills establishes a ten^rary Commerce 
Programs Resolution Agency modeled after the Resolution Trust Corporation, created by 
Congress to dispose of the assets of failed thrift institutions closed in the late 1980s. An 
administrator of this temporary agency, appointed by the President, would have broad 
powers to “allocate or reallocate any Unction*’ according to “a plan for winding up the af- 
fairs of the Agency” that the President must submit to Congress within six months. The 
agency would have three years to terminate programs, reassign civil service personnel, 
and dispose of surplus |vc^)erty.^ 

The “DEPARTMENT of MISCELLANEOUS AFFAIRS" 

According to its own Inspector General, Commerce has evolved into “a loose collec- 
tion of more than 100 programs delivering services to about 1,000 customer bases."” The 
General Accounting OUffice reports tbc department “faces the most complex web of di- 
vided authcHides” and shares “missions with at least 71 federal departments, agencies, 
and offices."^ 

Most of the depattamt’s resour^ have little or no relation to its purported mission; 
“encouraglingl. serv[ing], and promotlind the Nation’s international trade, economic 
growth, and technological advanceaMt.*^ For instance, nearly 60 percent of the 
agency’s budg^ (idraut $2 billion per year) and some 37 percent of its staff are in the Na- 
tional Oceanic and Atmospheric Adminis tration (NOAA). which conducts a number of 
enviroomenta! (Mograms, including weather-related activities and research programs in 
marine and atmospheric sciences. Meanwhile, export pronK)tion programs are distributed 
among ten di^rent federal agencies; ‘The U.S. Department of Agriculture, not Com- 
merce, receives about 74 percent of total funding for these programs, although it ac- 
counts for only about 10 percent of U.S. exports.’’^ 

Not cmly are many of die department's other activities — especially its commercial op- 
erations — question^le as federal functions, but most badly need moderruzation and capi- 
tal investment Due to political and budgetary pressures, much of its capital stock is in 
disrepair. Ttie GAO rqxats that departmental infrastructure — “federal laboratories, a 
fleet of ships, weather satellites and radar, information systems, and other facilities wd 
equipment — will require investments of at least $7.4 billion over a 15-year period." 

The National WeathCT Service modemization program “has exceeded its expected cost 
and is far behind scdieduk.Tbe initial cost estimate of nearly $2 billion has risen to $4.6 
billion,” and the projected ccunpletion date has slipped from 1994 to 1998. 


5 Sections 105 and 106. 

6 U.S. General Accounting Ofiioe.Transitioa Series, Commerce Issues, GAO/OCC-93-12TR. December 1992, p. 7. 

7 Ibid. 

8 The United States Covemmeitt Manual 1994^ (Washington, D.C.; Federal R^ter. 1994), p. 158. 

9 GAO. Transition Series. Ommerct Issues, pp. 9-10. 

10 Ibid.,p.U. 
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The Department of Commerce cannot be “reinvented.*' The optimal course of action is 
indicated by the congressional budget resolution: The department should be dismantled. 
Its obsolete and outmoded programs should be terminate. Its duplicative programs 
should be consolidated with other departments, and its commercial activities should be 
privatized or closed. 

The following analysis examines each organizational unit in the Commerce Depart- 
ment and recommends how to termini or transfer its activities. For reference, data from 
the President’s budget‘d are included in tables at the head of each section, with full-time 
employment levels and budget outlays in millions of dollars for fiscal years 1994 
through 1997. In addition, major programs are detailed with obligated spending in mil- 
lions of dollars. 


Office of the Secretary and Departmental Administration 



1994 

1995 

1996 

1997 

Outlays (millions) 

$34 

$40 

$37 

$34 

Personnel 

Proerams 

971 

953 

919 

920 

Executive direction 

$12.9 

$15.0 

$13.7 

$14.0 

Deoartment staff services 

$21.6 

$22.9 

$22.1 

$23.0 


The position of Commerce Secretary was established in 1913 when Labor was sepa- 
rated from the original Department of Commerce and Labor, which was established in 
1903. The new agency was suf^sed to foster modem industrial production, rather than 
agriculture (which already enjoyed its own Cabinet department for 41 years). 

The Secretary of Commerce often is pcxtrayed as the advocate of pro-business policies 
in a President’s cabinet^^ But public policy decisions affecting business generally are 
not made in the Commerce Department Rather they come from such agencies as the 
President's Eccmomic Council, the Envirmunental Protection Agency, the Internal Reve- 
nue Service, or the Department of the Interior. The Secretary of Conunerce. in recent ad- 
ministrations, has served more often as an important fund-raiser for his President's elec- 
ti(Mi campaigns than as the architect of policies to help the nation's commerce. 

What Congress Should Do: 

The administrative arul coordinaticui functions of the Secretary of Commerce and 
supporting bureaus under his imnv;rfiafe authority should be assigned to a temporary 
Commerce Programs Resolutton Agency, as provided in Title I of the legislation intro- 
duced by Rqnesentative Quysier and Senator Abraham. The President would submit 
to Congress within six montte “a plan for winding up the affairs of the Agency," and 
an administrator i^ipointed by the President would have broad powers to “allocate or 


11 Ibid.,ip.\A. 

12 Appendix, Budget of the United States Govemmetii, FY 1996 (Weshington. D.C.: U.S. Government Printing Office. 
1995), pp. 251-87. 

13 Donald R.Wliitnah, *T>epaitBiea( of Conunerce.** in Gcnvnimenr Agencies; The Greenwood Encyclopedia of American 

Institutions (Westport, Coon.: Greenwood Press, 1983), 91-97. 
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reallocate any function.” This temporary agency would have no more than three years 
to execute the legislative mandate: terminating programs, reassigning civil service per- 
sonnel, and disposing of surplus property. 


Inspector General 




1994 

1995 

1996 

1997 

Outlays (millions) 
Personnel 

$15 

191 

$17 

198 

mm 



The Office of Inspector General was established in 1978 to provide agency-wide 
audits and investigations and to recommend corrections for waste, fraud, and mismanage- 
ment. 


What Congress Should Do: 

Congress should close the Office of Inspector General, although its personnel could 
form the core sta^ for the temporary Commerce Programs Resolution Agency estab- 
lished by the Chrysler-Abraham legislation. 


Economic Development Administration 



1994 

1995 


1997 

Outlays (millions) 

$232 

$376 

$427 

$380 

Personnel 

Procrams 

344 

350 

309 

300 

Administration 

$28 


MSM 


Grants 

204 





During the Johnson Administration, the l^)blic Works and Economic Development Act 
of 1965 established a program of grants and other financial assistance to targeted cities 
and rural regions identified as “economically distressed.” The Economic Development 
Administration (EDA) also operates the Revolving Loan Fund, lending money to state 
and local governments that they in turn lend to businesses. The EDA will spend roughly 
$362 million in fiscal 1995 and $401 million in fiscal 1996.^^ 

What Congress Should Do: 

Congress should close down the Economic Development Administration and direct 
the U.S. Treasury to collect all outstanding loans. Congress approved $408 million in 
EDA spending for fiscal 1995, including $202 million for public works, $26 million in 
planning grants, $120 million for defense economic conversion, and $45 million in 
economic adjustment grants.^^Tbe EDA's development functions duplicate the activi- 


14 Sections lOS and 106. 

15 Appendix. Budget of the United States Government, F7 1996. p. 254. These totals do not include operating expenses 
which amounted to $31 million for both years. 

16 Section 201 repeals the Public Works and Economic Development of 1965 and directs the Secretary of the Treasury 
to collect outstanding loans; Section 212 abolishes the Economic Development Administration. 

17 Appendix. Budget of the United States Government. FY 1996. p. 254. 
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ties of programs within the departments of Agriculture, Etefense, Interior, and Housing 
and Urban Development, the Appalachian Regional Commission, the Small Business 
Administration, and the Tennessee Valley Authority.*® On these grounds alone the pro- 
gram should be terminated. 

Throughout the EDA’s history, grants have been used by Members of Congress to 
distribute favors to constituents by ‘‘earmaridng" funding to projects, bypassing the for- 
mal hearing process. This often means EDA grants go to locations with healthy econo- 
mies that do not need federal assistance. In fact, the 17 states represented by the mem- 
bers of the relevant House and Senate subcommittees received $1.10 per capita in 
EDA grants during 1994, compared with 68 cents per capita in those states without rep- 
resentation, despite the fact th^ the average unemployment rate for the states repre- 
sented was only 5.2 percent, compared widi the national average of 5.4 percent that 
year. 

The pcffk-barrel projects funded in the FY 1 99S appropriation bill include: 

♦ Ege^k, Alaska. The small fishing village of Egegik, with a population of 
!0t. rests on the western shore of Alaska. Egegik has a per capita income 
of nearly $20,000 and is home to 23 families with an average family in- 
come of mcve than $60,000. Yet, in 1 994, EDA granted the village 
$826,000 for the ctmstiuctkm of a public dock. This is the equivalent of 
$8,178 for every perstxi in Egegik. 

> Key Biscayne, Florida. A town of 8,854 residents. Key Biscayne is lo- 
cated in the middle of one of the most popular vacation spots in the coun- 
try. Taking advantage of its beautihil climate and year-round influx of tour- 
ists, the local population enjoys a per capita income of more than $37,500. 

Yet Key Biscayne was awarded a 1994 EDA grant of $750,000 for the in- 
stallation of a storm se«%r system. 

♦ St Ooud, Mtniiesota. St Cloud University was awarded $9 1 ,5 1 2 in 
1994 for the rehabilitation of its university center. According to EDA 
guidelines, these centers *'nutst focus on service areas with significant eco- 
nomic distress.***^ But this area hardly qualifies as distressed; St. Cloud 
has an unemployment rate of 3.0 percent and an above-average per capita 
income. Minnesota's unemployment rale is 3.2 percent, the fourth lowest 
in the natiext 


18 J.F. Hombeck and Susan Cok. **Fedenl Economic Devdopmeat Assistance: A Summary of Major ProgTams.” 
Congressional Research Service, CJtS/tqarrtybr Congress. 93-32E. January 8. 1993. 

19 Office of Public Affairs. Ecooomic Devdopment Administratiott. Programs of the Economic Developmeni 
Administration, U.S. Department of ComnKcce. nd.. p. 6. 
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Almost all federal development programs, moreover, have proven to be expensive 
failures. Federal public works, job training, and regional development programs create 
few new jobs for the considerable amounts of money they cost to administer.^^ As a 
typical example, the General Accounting Office noted that no more than 35 percent of 
the beneficiaries of the Emergency Jobs Act of 1983 actually had been unemployed.^’ 
Another analysis suggested that only 84 previously unemployed people received jobs 
under the program at a cost of some $307,000 per job. The average private-sector job 
costs only about $40,000 to cieate.^^ Congress could do far more to spur economic de- 
velopment by closing down the EDA and using the savings to reduce the tax burden 
faced by private-sector employers, who are in a better position to create jobs. 

The HouseTransportation and Inh'astructure Committee, which has jurisdiction 
over the sections of the Commerce Department Dismantling Act that abolish EDA, 
voted instead on August 2 to support a measure that would preserve all of the pork bar- 
rel substance of the program.'^'^ It creates a new Undersecretary of Commerce and an 
Office of Economic Development to “replace” the current EDA and authorizes fund- 
ing of $340 million per year for five years. Section 605 of the legislation even contains 
a provision to assure that EDA*s functions will survive the elimination of the Com- 
merce Department. 

The proposed substitute bill adopts the model of the Appalachian Regional Commis- 
sion, established in 1965 as a temporary response to poverty in 13 states, which today 
continues to provide highway construction grants and other fmancial aid to those states 
and local governments. The House committee not only reauthorized the Appalachian 
Regional Commission for five years, it created eight additional regional commissions 
as independent agencies, administering grants and loans for spending on govemment- 
fmanced projects. Up to 45 percent of the United States would qualify for pork barrel 
spending based on the following eligibility criteria; per capita income of 80 percent or 
less of the national average; or an unemployment rate one percent above the national 
average for the most recent 24-month period; or sudden and severe job loss; or “a 
pocket of poverty.*’^ 


20 See John Semmens. *tjoverament Investments Yield Poor Results.” A Heartland Perspective, The Heartland Institute 
(Chicago), October 18. 1993: U.S. General Accounting Oflke, ’’Emergency Jobs Act of 1983: Funds Spent Slowly, Few 
Jobs Created,” Rqx>rt to the Qiairman. Subcommittee on Employment and Productivity. Committee on Labor and 
Human Resources. U.S. Senate, GAO/HRD-87-I, Decem b er 1986: Kevin G. Salwen and Paulette Thomas, “Job 
Programs Flunk at Training But Keep Washington at Work,” The Wo// Street Jowma/. December 16. 1993, p. AI; Bruce 
Bartlett. "How Not to Stimulate the Economy,” The Public Interest, No. 1 12 (Summer 1993). pp. 99*109; Edward L. 
Hudgins and Ronald D. Utt, eds.. How Privataation Can Stdve America's Infrastructure Crisis (Washington. D.C.;The 
Heritage Foundation, 1992): Edward L. Hudgins. "Why Infrastructure Spending Won’t Jump Start the Economy.” 
Heritage Foundation Memo to President-Elect Clinton No. 9. January 15, 1 993. 

21 GAO, "Emergency Jobs Act of 1983: Funds Spent Slowly. Few Jobs Created.” 

22 Hudgins and Utt, How Privatisation Can Solve America's Infrastructure Crisis, p. 6. 

23 H.R. 2145, introduced on August 2, 1995, by Representative Wayne T. Gilchrest (R-MD) and cosponsored by the 
committee’s chairman. Representative Bud Shuster (R-PA), and ranking minority member. Representative Norman Y. 
Mineta (D-CA). 

24 Section 502. Cited from the Coainiittee’s section-by-section summary of the legislation. 
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This effort by the House Transportaticm and Infrastructure Committee is extremely 
ill-advised. The proposal for a group of regional commissions to hand out grants and 
below-cost loans will only perpetuate and expand the unsound practices of subsidizing 
construction pnojects for political gain. 


Bureau of the Census 



1994 

1995 


1997 

Outlays (millions) 

$250 

$282 


$340 

Personnel 

7.401 

7.383 


7,900 


The Bureau of die Census was established as a permanent office in 1902. In addition to 
conducting the decennial census as required by the U.S. Constitution, the bureau continu- 
ously gathers and tabulates a wide range of economic and demographic statistics. 


What Congress Should Do: 

Congress ^lould transfer the U.S. Census Bureau to a new independent agency, a 
Bureau of National Statistics, which would bouse all data collection functions of the 
government. Former Bureau of LsAior Statistics Commissioner Janet L. Norwood, in 
her recent Organizing to Count: Change in the Federal Statistical System, puts forth a 
practical and detailed proposal for »icb reorganization.^ A centralized statistical 
agfiocy for the United Stales, similar to that of ranaHa also was recommended in The 
Heriti^ Foundation’s RoUmg Back Government: A Budget Plan to Rebuild Aimer- 
ica^ and by tiie National Association of Business Economists.^^ 

Section 207 of the Chrysler-^xaham legislation would transfer the Census Bureau 
to tibe Treasury Department, which already perfonns substantial data collection in ad- 
ministering the loiemal Revenue Code ami collecting customs duties. The House and 
Senate task forces set out to reduce tiie size of govonment, not merely to rename exist- 
ing bureaucracies (attiiough Cen» 2 s would remain under their bill), so they call for no 
new independent federal agencies. But the benefits from establishing an independent 
Bureau of National Statistics are substantial. One of the most important would be to 
take statistical functions out of polhicued bureaucracies and place them in an agency 
with no policy fruitions, tiiereby helping to insure that data collection is not influ- 
enced by political coosideratioos.^ 


25 WtthingtOQ, D.C.: Ihe Uibn InstitDte Press. I99S. See lAqaa 7. ’'Orgreiizing to Count: How Can We Improve the 
Federal Statistical System.’’ pp. 69-87. 

Scott A. Kodae, ed. (Waihiiigtoii. D.C.: The Heritage Fot mttat ion. I99S). p. 27. 

’’Economic Statistics Survey, Janorey 1995.” NABE News, Madi 199S, p. 9. 

Both Norwood. Organizii^ to Count, mti aides at r ib m e uai e ut proUems with government statistics to 
’’pressures placed on them by policy analysts.” See Martia Hemming. ’’Cottage Industry of Statistics Books Plumbs the 
Depths and die Hei^tts of the U.S. Staiaical System,” NABE Neu/s, July 1995, pp. 5-6. 
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Economics and Statistics Administration 




1995 

1996 

1997 

Outlays (millions) 

$46 

$50 

$56 

$56 

Personnel 


522 

549 

549 


The Bureau of Economic Analysis was established by the Secretary of Commerce in 
1953. It reports to the Undersecretary for Economic Affairs, who also oversees the Cen- 
sus Bureau. The two agencies together are known as the Economics and Statistics Ad- 
ministration, although the much larger Census Bureau is always identified separately. 

The agency draws upon the wodc of the Bureau of Labor Statistics, the Census Bureau, 
and other data collection sources to compile the national income and product accounts 
and prepare forecasts and indicators of economic activity, widely followed by the news 
media and economists. 

What Congress Should Do: 

Congress should incorporate the Bureau of Economic Analysis (along with the Cen- 
sus Bureau) within an independent Bureau of National Statistics, which would be re- 
sponsible for all economic and demogr^hic data collection and analysis for the fed- 
eral government. Statistical functions of the Departments of Agriculture, Education, 
Energy, Health, and Labor also should be merged within the new agency. 

Section 208 of the Chrysler-Abraham legislation provides for transfer of the Bureau 
of Economic Analysis to the Federal Reserve System, which already performs substan- 
tial data collection as part of its banking regulation and monetary policy functions. As 
with the Census Bureau, sponsors are reluctant to establish any new federal agencies. 
The independent Federal Reserve, however, should not be assigned functions by Con- 
gress only tangentially related to its (^ntral role of monetary policy and policing the na- 
tion’s paycKnts system. 


International Trade Administration 



1994 

1995 

1996 


Outlays (millions) 

Personnel 

Procrams: 

$234 

2,336 

$240 

2,385 

$266 

2,303 


Trade development 

$60.0 

$67.6 

$53.9 

$54.0 

International economic policy 

20.8 

27.8 

25.7 

26.0 

Import administration 

32.7 

30.4 

30.5 

31.0 


137.8 

158.3 

169.5 

180.0 


The International Trade Administration (TTA) was established in 1980 by the Secre- 
tary of Commerce and also encompasses the Bureau of Export Administration. The ITA 
is charged with promoting U.S. exports, both through “export promotion” advocacy and 
diplomatic intervention by Commerce officials. It also processes petitions by U.S. indus- 
tries seeking antidumping duties, countervailing duties, and other retaliatory weapons to 
erect trade barriers against foreign producers and products.^^ 
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The Office of the Under Secretary of the Treasury 
for International Trade 



Source Bwedon The Unad States C * e r rrT M Manx^ 1994/1995. 


The Uodersecretafy for loteniatioaal Affairs also nms numerous other programs, such 
as the U.S. Foreign aad Commercial Service, which target a haodiiil of industries for ex- 
port developmeoLThe Undeisecr^axy has a Deputy Undeisecretaiy and a Director of Ad- 
ministratiCKi, as well as a Deputy Assistant Secretary for Planning and three other Assis- 
tant Secretaries, plus die IMiector Geo^ of the U.S. and Foreign Commercial Service 
(which has offices in 68 countries throughout the wo'ld as well as 47 district offices and 
2 1 branch offices in die United States). 


What Congress Should Do: 

Congress should transfer all Dqiartmeat of Commerce trade policy and trade law en- 
forcement activities to die Treasury Dqnrtment An Undersecretary of the Treasury 
fm* Ifftem af innal Trade idnuld be created to assume all Auctions of the present Under- 
secretary of CcMiiinetoe for hiieniatioaal Trade, including direction of the Import Ad- 
ministraikm. Trade DevelofRiiBat, and the Foreign Commercial Service (see chart 
above). The new TieasiDy Uodersecietary would have tbe same relative status within a 
Cabinet department, aid the trade fonctioQS would complemeDt and reinforce the 
Treasury Depatmeot’s cucieid role as the principal agency for international economic 
policy. There diouU be no change in tbe duties of tbe current Undersecretary of the 
Treasury rex' Intematkmal Affairs. 


29 See Greg Ru^onl, ‘'Amenca’s ‘Mm Whbout Brans ’ The Wall Street Journal, February 3, 1995, p. A12. 
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The Secretary of the Treasury is the government’s principal officer for international 
economic policy. The Treasury Department has exclusive jurisdiction over all U.S. in- 
ternational economic relations, except trade policy. Outside the United States, the Sec- 
retary of Commerce is perceived correctly as a minor Cabinet officer. The Secretary of 
the Treasury is responsible for U.S. currency exchange rates, U.S. policy in the Interna- 
tional Monetary Fund and World Bank, and macroeconomic coordination among the 
G-7 industrialized countries. Except for the President, the Treasury Secretary has al- 
ways been the chief spokesman for U.S. economic interests internationally. The more 
central role assumed by trade policy in the post-Cold War era requires greater coordi- 
nation with other international economic functions — a magnification of influence that 
only a Treasury Secretary can bring to the task. 

To elevate the importance of enforcing U.S. international trade agreements, a central 
concern of both U.S. exporters and domestic industries, the Secretary of the Treasury 
should be given clear authority for all international economic functions. The Treasury 
Department currently is responsible for all enforcement relating to matters involving 
taxation of transnational corporations, and this has important trade-related conse- 
quences. The Customs Service, within Treasury, is the enforcement agency for any 
trade regulations issued by the Coom^rce Department. 

As international trade grows, an increasing share consists of intermediate products 
and semifinished goods. This raises questions concerning the correct pricing of these 
imports and exports, both for determining taxable U.S. income and for accurately 
measuring the value of trade. The growing problem of fraudulent invoicing of traded 
goods affects taxation, balance of payments, and money laundering violations — all of 
which are Treasury Department concems.^^ 

Section 204 of the Department of Commerce Dismantling Act. which has been con- 
sidered in hearings before the House Commerce Committee and the Senate Govern- 
mental Affairs Committee, transfers all international trade functions of the Department 
of Commerce to the United Stat^ Trade Representative (USTR). The USTR is an ex- 
tremely effective but small agency within the Executive Office of the President, with 
fewer than 170 employees, which ccmducts all trade negotiations and represents the 
United States in the World Trade Organization. A major reorganization of the USTR 
would be required to place all trade functions and more than 2,500 additional employ- 
ees there. The USTR’s mission w<mld change dramatically from trade policy negotia- 
tion, closely linke d to the President’s economic leadership among world leaders, to en- 
forcement of U.S. trade laws and promotion of exports. Most witnesses at the recent 
congressional hearings expressed concerns about this change. 

The prospect of such a major change in the USTR has revived interest in a proposal 
introduced in jMevious years to cieate a Cabinet-level Department of International 
Trade. Reineseotative John L. Mica (R-FL) has introduc^ legislation^^ to establish a 
U.S. Trade A dminis tration, headed by a ”U.S. Trade Representative” but actually per- 
forming the functions of a Cabinet department. The current role p)erformed by the 


30 Damon Darlin, '*Salad Oil, $720," Forbes. August 14. 15)95. p. 56. 

31 H.R. 2124, the Trade Reorganizatioa Act of 1995. introduced on July 27, 1995, with 7 cosponsors. 
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USTR would be performed by a Deputy USTR fof Negotiations within the new depart- 
ment Representative Mica argues that **a new cabinet department” is not being estab- 
lished because the current USTR already enjoys “cabinet status.” But moving the 
USTR out of the Executive Office of the President into a new agency, along with the 
corresponding demotion to **deputy” status of the actual negotiators of trade agree- 
ments, suggests the contrary. 

Creating a new Cabinet-level department to replace the USTR is not only contrary to 
the intent of Cimgress in die budget resoiuti<Mt, bmt also would change completely the 
USTR’s fiincticMi in American trade policy. The President's trade negotiator has al- 
ways worited directly widi the highest raring officers of other governments and has 
been most effective as the personal envoy of die head of state. In recent years, direct 
meetings between heads of state have played an increasing role in international eco- 
nomic relations. The Executive Office of the President requires a negotiation team like 
the USTR. The insulation of trade policy development from the subsequent administra- 
tion of trade agreements and other political concerns gives the USTR a necessary flexi- 
bility in resolving di^tes with foreign governments that is quite different from the 
routine administrative methods of government bureaucracies. 

Any new trade agency outside the Treasury Department would fail to carry the 
autbo^ that trade poli^ requires. It would remain a minor voice in the Cabinet. As a 
part of die Treasury Deputment, mtematkmal trade issues would have the same rela- 
tive status widiin a Catenet departmrat as diey now enjoy, but an Undersecretary in 
the principal agtacy for intanaticmal ecootmiic policy would have more influence in 
the Administration. 

Inqirovc die AdminlstradMi of U.S. Trade Policy. During the Carter Administra- 
ti<Mi, Coogress transferred reqionsibility f<w trade policy from the Treasury Depart- 
ment to the new International Trade Administraticm in Commerce because the Secre- 
tary of die Treasury had failed to c or rect a number of <Mganizalional problems. Most 
impcKtant, the E)e(Hutmait failed to define and delegate responsibilities for administer- 
ing U.S. trade laws effectively. The Trea^ry Department was unenthusiastic about en- 
forcing textile and steel quotas, to the dismay of those industries and their supporters 
in Congress. The 1994 GATT Uruguay AgrMment on textile quotas and other non-tar- 
iff trade barriers has removed those concerns. Today, a transfer — without substantial 
reorganization ~ of die position of Undersecretary of International Trade to the Treas- 
ury Department would protect and enhance U.S. interests in international trade by pre- 
serving a clear line of audxirity fm- adminisrering U.S. trade laws and giving it more 
prominent Cabinet status. 
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Bureau of Export Administration 





1995 

1996 

1997 

Outlays (millions) 

Personnel 

$34 

375 

$42 

321 

$47 

366 

$47 

370 


The seven-year-old Bureau of Export Administration (BXA) administers export con- 
trols and coordinates the IT-nation Committee on Multilateral Export Controls (CO- 
COM). The BXA’s primary mission, therefore, is to safeguard the national interest by 
monitoring the export of potentially dangerous “dual-use” technologies. 

What Congress Should Do: 

Congress should transfer the Bur^u of Export Administration to the Defense De- 
partment. Controlling the export of militarily useful commodities is a national security 
matter. If such technologies proliferate, the burden falls on the military to solve the 
problem. The Department of Defense deserves to be involved directly in the export li- 
censing process t^ause it is in the best position to judge the military utility of particu- 
lar technologies. Putting the responsibility for export controls in the hands of the 
USTR or the Treasury Department inq>lies that export controls should be treated as a 
trade issue, not a national security issue. It would be appropriate, however, for contro- 
versial licensing decisions to be appealed to the presidential level. 

A special interagency report issued by the DOC with the Departments of Defense, 
Energy, and State drew attention to the duplication of export control programs by the 
BXA. The four-agency report c<mclt»ied: “Consolidating these functions under the ap- 
propriate official will provide not only the proper oversight but also a more efficient 
and elective approach for tracking referred ai^lkations and examining export 
trends.”^^ 

The bill introduced by Senator Abraham transfers BXA functions to the Defense De- 
partment, but the version introduced in the House of Representatives 1^ Repre- 
sentative Chrysler transfers export licensing to the State Department.^^ The legislation 
introduced by Representative Mica transfers all export licensing functions to the pro- 
posed new Cabinet department for trade.^ Both the Chrysler and Mica proposals 
would introduce greater uncertainty for key U.S. export industries such as aircraft, 
chemicals, and computer technology. Transferring ^1 BXA responsibilities to the De- 
fense Department would correct the problem of administrative conflicts between agen- 
cies, but exporters will object that dual-use technology sales will still be made by other 
countries. New procedures for review of the Defense Department's licensing decisions 
at the presidential level are need^ to address this concern. The USTR, as the Presi- 
dent’s trade envoy, would be able to address these problems in trade policy and work 
to stop foreign export sales of dual-use technology.^ 


32 The Federal Government 's Export Licensing Process far Munitions and Dual-Use Commodities, Special Interagency 
Review Conducted by the OfRces of Inspector General at the U.S. Dquitments of Conunerce, Defense. Energy, and 
Slate, Sleplember 1993, p. 3. 

Section 202 of each bill, which are otherwise identical. 

H.R. 2124, Section 222. 
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Minority Business Devdopment Agency 



1994 

1995 

1996 

WKSsm 

Outlays (millions) 

t41 

$45 

$49 

$47 

Personnel 

181 

187 

181 

185 


The Minority Busmess DevelopoieQt Agency (MBDA) was created by executive order 
in 1971 to help promote the devel<^nneQt of minority-owned businesses and to show 
these businesses bow to secure go^mment ctHitracts. The MBDA also provides funds 
for numerous Minmity Business Devek^Hoent Centers (MBDCs) and American Indian 
Development Centers (IBDCs). Qmgress appro]xiated nearly $45 million for this pro- 
gram in fiscal 1995. 

What Congress Should Do: 

Orngress should close down the Minority Business Development Agency. Al- 
thou^ hundreds of millions of dollars have been spent on the MBDA since 197 1 , it 
has never been authorized formally by Congress. The MBDA*s stated objective is to 
show burinesses bow to get government contracts, which is hardly the best way to en- 
courage minority business development Its apfNoach merely duplicates the efforts of 
die failed S(a) loan program of the Small Business Administration. Numerous reports 
have critidzed diis kind of prefexezicc program loiding. finding that many of the small 
businesses favored Ity these kinds programs are never able to stand alone without 
government assismooe.^ 

In r ec en t years, Coi^ress has altered the MBDA*s mission toward what is best de- 
scribed as corporate welfare, suhsktiring hig^i-technology firms and university re- 
seardi projects. These questknaUe expeodhuies duplictue dozens of other wasteful 
federal p ro g r ams and seem litde more than an attend to justify the existence of an 
agency whose only rationale is dispensing special-interest fim^. 

The most effective way for Congress to help small minority-owned businesses 
would be to rqieal labor legulatkxis diat generally frustrate small start-up firms and to 
amend the tax code m encomge investment in new small enterprises. In addition, mi- 
nority firms sendng die pidibc sector would be helped by repeal of such discriminatory 
laws as the Davis-Baoon Act of 1931 and Service Contract Act of 1965. These laws 
raise dre costs of govenunem constzuctkm and sovicc ccMitracts by requiring compa- 
nies that Ind for such oontrac& to file mountains of paperwork documenting that they 
pay their womens above-maiket wages. Larger firms, which tend not to be minority- 
owned. have the advantage in bidding on such contracts. Repealing these laws would 
create a level fidd. instaotly makmg smaller firms more competitive. 


35 TTu Federal Oavemmat's Export Lioocsmg Froctafar Mudtkms and DmU-Use Commodities, p. 3. 

Section 212 abolite the Miaority Bvnam DewdopoKtt Admuoanboo. 

**SmaU Business Loan Aid Miaa^Whiw*.dieRi^« Pom Hha." TV Wot/ Street /oNnu/. Junes, 1982. p. l.and 
U.S. G en eral '^fp*** 5rinff ffwTfnnr iif-rf-Tfr^-rr^' Operadoms, and Views on the 8(a) 

Procuremeta Prognaa, May 198S. 
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Travel and Tourism Administration 



1994 

1995 

1996 

1997 

Outlays (millions) 

$25 

$20 

$17 

$16 

Personnel 

88 

97 

97 

100 


Created in 1981, the U.S.Travel and Tourism Administration (USTTA) spends nearly 
$20 million per year supposedly to promote tourism and recreational activities by con- 
ducting surveys, distributing promotional material, and running regional marketing 
shows. The USTTA administers the Disaster Relief Financial Assistance Program, which 
supports tourism for states recently hit by natural disasters. A new program is “develop- 
ing a regional and global understanding within Governments on the relation between 
tourism and the environment.”^® 

What Congress Should Do: 

Congress should close down the U.S.Travel and Tourism Administration.^^ There is 
no reason for the federal government to be involved in an activity already well handled 
by a vast private travel and tourism industry. In 1992, over 45 million foreign travelers 
visited the United States. These tourists spent more than $55 billion in this country, in- 
cluding $17 billion in fares to U.S. air carriers. 

Private industry thus has a significant financial interest in promoting tourism and 
does not need taxpayers to pay its advertising costs. The agency often works with pri- 
vate-sector organizations, including the Travel Industry Association of America, to or- 
ganize events such as the “Discover America International Pow Wow” or the “Pow 
Wow Europe.” There is no justification for federal involvement in such commercial 
promotion^ activities, with taxpayer hinds used to pay for normal business marketing 
costs. Tourist promotion should be OTganized by private-sector interests without tax- 
payer assistance. The federal government does not belong in the travel industry. 

National Oceanic and Atmospheric Administration 

The $2 billion-per-year National Oceanic and Atmospheric Administration (NOAA) 
was formed in 1970 to consolidate commercially oriented ocean resource activities 
housed in other government agencies. NOAA’s non-weather-related programs include a 
broad range of unrelated activities, such as commercial fisheries mai^emeni, endan- 
gered species protection, habitat management, and research projects. 

What Congress Should Do: 

Congress should (1) separate the National Weather Service from the National Oce- 
anic and Atmospheric Administration (NOAA), establishing it as an independent 
agency with its functions reduced to specialized data collection and en^rgency warn- 
ing acdvitics,^^ and (2) reduce by 50 percent all non- Weather Service NOAA funding 


U.S. Elqurtxnent of Commerce, Annual Report FY 1992, p. 58. 

Section 212 abolishes the U.S. Travel and Tourism /^mioistration. 

See GAO, Transition Series, Commerce Issues. 

Section 21 l(m) transfers the National Weather Service to the Department of the Interin^. 
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1994 

1995 

1996 

1997 1 

Outlays (miDions) $1,860 

Oneralkins. fiMfiarrli. A FarSHirs 

$1,982 

$2,057 

$2,01 1 

Outlays (millions) 

$1,740 

$1,722 

$1,896 

$1,898 

Personnel 

Piogranis: 

14,456 

14,220 

13,724 

1 4,000 

National Ocean Service 

$169 

$192 

$199 

$200 

Marine Rti^eries Service 

234 

308 

296 

300 

Ocean & Atmosphere 
Researcdi 

227 

267 

271 

275 

National Weather Service 

666 

683 

628 

650 

Environmental Satellite 

Constnidion 

341 

394 

553 

500 

Outlays (millions) 

Personnel 

SluDSb Aimft. and SateBtes 

$79 

34 

$84 

5 

$98 

5 

$64 

5 

Outlays (miffions) 

Personnd 

FtslMne Industry Stibridies 

$30 

46 

$127 

46 

$49 

46 

$30 

46 

Outlays (millions) 

Personnel 

$9 

17 

$27 

17 

$38 

17 

$12 

17 

Coastal Zone Management 

Outlays (millions) 

Personnd 

$2 

38 

$7 

37 

$1 

37 

$-2 

37 


aver five years. The National Maine Hsheries Service (NMFS) should be transferred 
to the atnent Department of Iitterior. Most functitxis of the National Ocean Service 
should be p r ivatiz ed, and die NOAA Corps and NOAA Fleet should be closed dovm. 
To a o cupit di sh dus. Congress should: 

✓ Rdum die fnnctkns performed by the National Marine Fisheries Service to 
vtiiat are now the Departments erf* Interior and Agriculture and the Coast 
Gu«d.*^ 

✓ Impose fees on rn wnntwial md recreational fishing interests for fishing in fed- 
eral waters. These fees sboold be sufficknt to cover the costs associated with 
managiiig federal fishing stocks. 

✓ Piiv a t ii g most National Ocean Service func tion s. 

✓ Tenninaie the NOAA Oicps and NOAA Fle^^^ 


42 SectioQ211(a)e 
theE 

43 Sec&oitt211(h)«1211(iXie)|>ectively.« 


4 Guard), science functions to 
s lo IfaB Deyt m eot of Agriculture. ^ 

d p rovid e for disposition of assets. 
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The National Oceanic and Atmospheric Administration (NOAA) consumes nearly 
60 percent of the budget of the Department of Commerce and about 37 percent of its 
staff. NOAA oversees three significant non-Weather Service agencies: the National 
Marine Fisheries Service (NMFS), the National Ocean Service (NOS), and the NOAA 
Corps and NOAA Fleet. Many functions of these programs can be moved to other 
agencies, terminated, privatized, or turned over to the states. 

The National Marine Fisheries Service (NMFS) is the primary agency managing ma- 
rine mammal and commercial fisheries resources in federal marine waters. Savings can 
be achieved by transferring NMFS fisteries and protected species management activi- 
ties to the Department of Interior’s Fish and Wildlife Service. NMFS fisheries monitor- 
ing and enforcement activities can be transferred to the Coast Guard, which already 
has policing powers over federal waters. Specific fisheries management functions can 
be transferred to the regional councils in New England, the Pacific Northwest, and the 
Gulf states. Federal funding should be ended for state fisheries grants, commercial fish- 
eries promotion and development programs, and aquaculture research. The seafood in- 
spection program could be transferred to the FDA inspection program. 

Currently, unlike commercial interests that use public lands and extract minerals, the 
commercial and recreational fishing industries pay nothing for the right to fish in fed- 
eral waters. Because these resources are considered free, and because the industry is 
overcapitalized as the result of government loan and fishing vessel construction pro- 
grams, the federal fishing stock is rtq>idly becoming depleted. Indeed, the government 
has paid millions in income supplements to Northeast fisherman who have seen their 
profits fall due to depleted stocks, it also spends millions on fisheries recovery pro- 
grams, stock surveys, and hatcheries. Tlie industry that benefits from these programs 
contributes nothing to their cost. 

Charging commercial and recreational fishing interests a fee or requiring them to 
pay a royalty to the federal government would place a premium on fishing in federal 
waters. Such a fee system would help defray the cost of resource management and a 
smaller fishing fleet would reduce the stress placed on federal fishing stocks that has 
forced a moratorium on fishing from many ports. 

The National Ocean Service (NOS) engages in such diverse activities as mapping 
and charting, oil spill research, coastal monitoring, and marine sanctuary management. 
Savings can be achieved by privatizing the agency’s navigational and aeronautical 
chartiM and mapping activities currently performed by its National Geodetic Survey 
office. The Goc^tic Survey has its origins in the Coast and Geodetic Survey, cre- 
ated by President Thomas Jeffierson in 1807 to chart navigational routes. There already 
are private companies drafting and marketing aeronautical services. Those activities 
that cannot be privatized should be transferred to the Coast Guard. 


44 Section 21 l(o) traiufen these functions to the Department of loteritv. 
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In additi<Mi, all regional coastal managemeDt ]nt>grams, such as the $45 million 
Coastal Zone Management grant program and the $1 million Charleston area manage- 
ment plan, should be terminated and continued by state authorities if they choose to do 
so. Marine sanctuary programs be merged into the Department of Interior or trans- 
ferred to state govemmuits. 

The NOAA Corps also has its tmgins in the Coast and Geodetic Survey. Today the 
Corps (grates a fleet of 18 leseafch vessels, as well as ten fixed-wing aircraft and 
four helicopters. All of these functions should be terminated. The NOAA Corps is out- 
moded, and its research fleet, rqxxts die GAO, is “old and technologically obsolete." 
NOAA is calling for a 15-year, $1.9 billion {xogram to modernize and purchase 24 ves- 
sels but “has IK) assurance dial its fle^ modemizati«) plan represents the most cost-ef- 
fective of fwftgiifi g future program requirements.”^^ Many of the Corps’ chart- 
ing activities are duplicated by private companies or the Coast Guard and need not be 
continued; its ships should be giwo to univosities and marine research centers, and its 
aircraft to the Air Force. Hurricane research now can be performed entirely through sat- 
ellites. 

National Weather Service 

The primary function of the N^ional Weather Service (NWS) is to issue warnings of 
severe weather and floods in order to mininibg life and property loss. The National Envi- 
ronmmtal Stuellfte. Data, and Informatirai Service — an NWS adjunct — operates the sat- 
ellites producing die data die NWS uses to conduct its fraecasts. The combined budgets 
of these programs o nm pr L se over half oi NOAA*s nearly $2 billion annual budget. 

What Congress Should Do: 

Qmgress reduce hmding for the Natkoal Weadm^ Service by SO percent 

over three years. The Weadier Service should reduce hs role by qieciahzing in data col- 
lection and emergeacy warning efforts. NOAA*s satellite program could be merged 
with the redundant Air Force weather satellite program. An assessment then should be 
matWi of die possibili^ of privatizing pc^-oitnting satellites and information distribu- 
tion functiotts.^ 

Doe to mismanagement and bureaucratic inefficiencies, tbe reputation of the Na- 
tional Weadier Service is under fire. For exanqde. according to tbe General Account- 
ing Office, hs modernization pr o gr am ‘’has exceeded its expected cost and is far be- 
hind schedule. The initial cost estimate of neariy $2 billkm has risen to $4.6 billion,” 
and the projected conqdetion date has slipped firran 1994 to 1998.^ Tbe only way to 
salvage diis p rogr am is to reduce H to its core functions and introduce a significant 
dose of co n y ^i tion and private-sector capital. 


45 U.S. General Accouotiiig OfiBce, ‘Keaearch Heet ModeraizreoB: NOAA Neeife to CoosideT AJtariatives to the 
Acquisition of New Vessets." GAO®tJU>4M- 179, Angist 1994. 

46 Section 21 1(1) provides for tbe privatialiaB te Ntfoil Env iro am era al Sai dKi e. Data, and Information System Data 
Centers. 

47 GAO. Transition Scries, Com m e r ce Issmes. * 
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Many functions of the Weather Service should be contracted out to private firms or 
simply transferred to the private sector. There are now approximately 300 private com- 
panies in the U.S. preparing and disseminating weather forecasts to businesses and the 
public on a commercial basis. According to the Commercial Weather Services Associa- 
tion, “private meteorologists and for-piofit companies provide the public upwards of 
85 percent of its weather forecasts, through television weathercasts, in newspaper 
weather maps, and on radio.”^* 

The Weather Service should turn over to private firms its specialized services, such 
as fruit frost and agricultural forecasting, aviation forecasting, and fire weather fore- 
casting, and privatize or close the regional climate centers that compete directly with 
private firms. ^ In addition, the Service spends about $200 million per year in “fringe” 
weather operations — such as Seasonal to Interannual Climate Forecasts and Decadal 
to Centennial Change — which have little scientific validity and no practical value. 
These should be terminated. 

The Service’s field structure should be consolidated. The NWS has five headquarters 
offices, six regional offices, four national centers, and 334 field offices. This field of- 
fice structure was designed when technology did not allow instant communication. Lit- 
tle has been done to alter this outmoded structure. Reducing these offices. to no more 
than 25 facilities would save millions each year. 

The Clinton Administration’s FY 1996 Nidget proposes privatizing such specialized 
NWS services as aviation, marine, and agricultural forecasting. The Office of Manage- 
ment and Budget projects these measures will save $40 million over five years. These 
recommendations are a small but good beginning. 


Patent and Trademarit Office 



1994 

1995 

1996 

1997 1 

Outlays (millions) 

$49 

$98 

$88 

$120 

Personnel 

4.977 

5.075 




The patent system was established by the first Congress “to promote the progress of 
the useful aits” under Aiticle I, Section 8. of the U.S. Constitution. The registration of 
trademarks was first authorized in 1870. About 1 10,000 patents and about 69,700 trade- 
marks were registered for fiscal 1992 alone, and 5,700 tidemark registrations were re- 
newed. A substantial portion of the annual Patent Ofiice budget is funded by fees and 
other payments for publication and services by the public. 


48 Booz, Allen, and Hamiiion, Inc., “Nanonai Weather Service: A Strategy and Rational Concept for the Future." National 
Oceanic and Atmospheric Administration, U.S. Department of Commerce. June 1983. 

49 Section 41 l(mK2) specifies termination of specialized agricultural and forestry services. Marine Radiofax. and Regional 
Climate Centers, and authorizes the National Weather Service to “terminate any other specialized weather services not 
required by law to be performed." 
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What Congress Should Do: 

Section 205 of the Chiysler-Abraham legislation places the Patent and Trademark 
Office under the jurisdiction of the Justice Department. Other alternatives also have 
been proposed. Representative Carlos J. Moorhead (R-CA) has introduced legisla- 
tion^° to establish an independent government corporation, an idea favored by the 
American Bar Association's Section on Patent, Trademark, and Copyright Law.^^ An 
independent coiporation. as proposed by the ABA, is clearly superior because this 
function can be hilly self-financing. E>ocumenting the ownership of patent and trade- 
mark rights is an activity that provides specific economic value to private parties, who 
can enforce these rights in civil lawsuits. 


Technology Administration (Office of Technology Policy) 



1994 

1995 

1996 


Outlays (miiiions) 

$6 

$9 

$13 

$14 

Personnel 


57 

78 

80 


The Technology Administration (TA) was created in 1988 as a successor to the Office 
of Productivity, Technology, and Innovation. This program oversees the National Insti- 
tute for Standards and Technology (NIST) and the National Technical Information Serv- 
ire (NTIS), which are intended to promote commercially useable technology through re- 
search grants and subsidies. The office of the Undersecretary forTechnology is an exam- 
ple of administrative overhead that can be eliminated by dismantling the Department of 
Commerce. The Undersecretary forTechnology exercises executive and policy direction 
over the National Institute of Standards and Technology and the National Technological 
Information Service, which is one of the largest publishing firms in the United States. 

The principal functions of the office, however, are to send representatives to interdepart- 
mental meetings throughout the federal government and to supervise public relations ac- 
tivities, such as the Malcolm Baldrige (Quality Awards. 

What Congress Should Do: 

Congress should close down the Technology Administration. The National Technical 
Information Service should be closed or privatized. The National Institute of Standards 
and Technology’s Advanced Technology Program, in addition to the Manufacturing 
Extension Partnerships program,^^ also should be abolished. The technology programs 
represent most clearly the failed theories of government-industry ‘'partnership,” in 
which bureaucrats pick projects to subsidize and encourage private-sector interests to 
pursue govenunent funding ratter than to invest in entrepreneurial research. The 
House of Representatives has voted to discontinue funding for the Advanced Technol- 
ogy Program.^^ 


50 H.R. 1659. introduced May 17. 1995, with one cosponsor. 

51 Resolution AR301-R655-1 {1991).'nieABA’5CommiaecNo.655 has reaffirmed this support in 1995. 

52 Section 212 abolishes the Manufacturing Extension and Advanced Technology Programs. 

53 H.R. 2076 ,Titlen. appropriating funds for the Department of Commerce, Congressional Record, My 26, 1995, p. 
H7733. 
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National Technical Information Service 





1995 

1996 

1997 [ 

Outlays (miiitons) 
Personnel 


$6 

378 

$2 

339 

$- 

350 


The National Technical Infonnation Service is a publishing ftim within the federal 
government which collects and dissemin^es scientific, technical, engineering, and busi- 
ness-related infcMination generated by government and foreign sources. It provides data- 
bases and other computer services to private-sector and governmental clients and essen- 
tially covers its costs by setting fMices ftM* its publications and services. 

What Congress Should Do: 

Congress should privatize the National Technical Information Service. The NTIS is 
required by law to pay its own costs and usually does so. This Commerce Department 
program is essentially a publishing business which already prices its products and serv- 
ices to those who benefit frmn them. Since it has proven itself able to operate in a busi- 
nesslike way on its own. it diould be privatized immediately. 


National institute of Standards and Technology 



1994 

1995 

1996 

1997 

Oudays (milfions) 

SdentHic and Technical Researdi 

$167 

$466 

$740 

$1,020 

Outlays (millions) 

$213 

$267 

$293 

$300 

Personnel 

IndustruJ Technolocv Sendees 

1,867 

2,037 

2,109 

2,200 

Outlays (millions) 

$93 

$181 

$360 

$562 

Personnel 

Pioeiaina. 

219 

252 

288 

300 

Advanced tech, program 

$79.5 

$597.6 

$490.0 

$500.0 

Mfg. extension ptr. 

Construction and brtraMw. Sendees 

35.1 

92.3 

146.0 

150.0 

Outlays (millions) 

$-138.8 

$17 

$87 

$159 

Personnel 

1.090 

1.050 

900 

900 


Most of Commefoe's receol growth in spending is due to increases in the budget for in- 
dustrial policy funding of the Natkmal Instinite of Standards and Technology (NIST). 
Overall, outlays for NIST are scheduled undercurrent law to skyrocket from $167 mil- 
lion in FY 19^ to $466 million in FY 1995 — a 180 percent increase in one year. The 
Clinton Administration’s FY 19% budget proposes that outlays for NIST nearly double 
by FY 1997, to $1.02 billkm. 

NIST’s primary rote is to piomole commercial research and development projects. It 
carries out this mission dnougb research projects and grant programs such as the Ad- 
vanced Technology Program (ATP) and Manufacturing Extension Partnerships 
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(MEPs).^"^ In PT 1996, the Clinton Administration proposes a 622 percent increase in 
budget authority for ATP, when compared with 1993 levels. MEP budget authority will 
jump by 716 percent over the same period under the Administration proposal. NIST, 
once called the National Bureau of Standards, also sets industry standards for various 
technological goods and services. 

What Congress Should Do: 

Congress should close down the National Institute of Standards and Technology. 

This means ending NIST’s Advanced Technology Program and its Scientific and Tech- 
nical Research and Services, in addition to halting construction of new NIST research 
facilities. Weights and measures and other standards can be supervised by the National 
Academy of Engineering. 

Although the Clinton Administration and many in Congress believe industrial policy 
initiatives like NIST are the key to America’s competitive success, the exact opposite 
is true. Industrial policy programs rarely encourage the development of vibrant new in- 
dustries. and when they do it is usually at very high cost. More important, NIST al- 
ready shows signs of becoming (Hie of the federal government's leading high-technol- 
ogy pork-barrel programs, replacing highway and other infrastructure programs. 

NIST should be abolished before any more harm is done to the economy and before 
any more taxpayer dollars are distributed wastefully to favored interest groups. Its re- 
search programs and facilities could be privatized very quickly. Robert M. White, presi- 
dent of the National Academy of Engineering, notes that such transformations have 
been proved successful even forCHganizations funded exclusively with federal money. 
White argues that privatization of federal R&D labs makes sense because, “With their 
new freedom to pursue research in whatever areas the market demands — rather than 
just fulfilling government missions — these laboratories might, if successful, spin-off 
companies and attract new businesses at a far greater rate than they do today. Research 
universities and private R&D companies with less governmental direction of their ac- 
tivities tend to contribute significantly to their region’s economies.’’^^ 


National Telecommunications and Information Administration 



1994 

1995 

1996 

1997 

Outlay! (millions) 

$42 

$53 

$88 

$113 

Personnel 


268 

267 

270 


The National Telecommunications and Information Administration (NTIA) jointly 
manages the electromagnetic spectrum with the Federal Communications Commission 
(FCC). The NTIA also gives Public Telecommunications Facilities Program (PTFP) 
grants to public television and radio organizations to help expand the audience for public 
programming. The newest NTIA pronx>tional efibrt, the National Information Infrastruc- 
ture (Nil), hopes to channel funds into various “information highway” projects. Al- 


54 Gilbert M. Gaul and Susan Q. Stranahan, “U.S. Program Preaches Profit Through Technology.” Philadelphia Inquirer, 
July 28. 1995. p.Al. 

55 Robert M. White. "A Strategy for the National L^.” Technology Review, Febreary/March 1994, p. 69. 
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though an estimated $70 milli on - $100 million is to be spent on such projects in 1995. 
the Administration has set higher funding goals of $1 billion - $2 billion annually for fu- 
ture years.^^ 

What Congress Should Do: 

Congress should cut by 75 percent the National Telecommunications and Informa- 
tion Administration and transfer the remaining functions (those concerning oversight 
of public bands of the radio spectrum) to the Federal Communications Commission. 
These functions then would be phased out with the FCC as the entire spectrum is pri- 
vatized. 

Efforts like the Public Telecommunications Facilities and Information Infrastructure 
programs are little more than high-technology pork projects. But whether it is spec- 
trum management or public programming promotional efforts, the NTIA has little rea- 
son to be independent from the FCC. Communications policy should be embodied in 
one agency to minimize duplication and cut costs. Hence, all current NTIA tasks, after 
funding h^ been reduced 75 percent, should be transferred to the FCC. In addition. 
Congress should not allow the FCC to use the transfer of authority as an excuse to in- 
crease its budget This should encour^e the FCC to reform and simplify federal spec- 
trum management policies, which are inefficient and discourage the advance of tele- 
communications competition.^^ Congress's goal should be to place all spectrum into 
private hands as rapidly as possible. Owlish the FCC, and transfer responsibility under 
international spectrum management treses to the State Department. 

JoeCoM> 

John M. Olin Senior Fellow in Economics 


ATnamON CONPUSSIVE SUBSCRIBERS 

All Heritage Foundation studiea are now avaihibio on CompuServe as part of the Town Hall forum. 

A joint project of The H erit a ge Foun da tion and Nabonat Raview. Town Hall is a meeting place for 
coneervatives to exchange informat i on sr>d opinions on a wide variety of subjects. 

For more infanrwtion onine. type OO TOWNHAU. or call 1-80fr441-4142. 

AH HaritBffa Foundation papers art miiMab i e ah etr o nKa ^ ^ ' on tha "NE^QS’ on-tine data retrieval service. 
The Heritage Foundation's Reparlaff^lWTS} can be fourtd in the OMNI, CURBNT, NtNLTRS, andGVT 
group files of fits fCXJS Baaty and in fits GOVT and OMNI grota> files of the GOVNWS library. 


56 Information Infirastnicture Task Force, The National l/rformation Irrfmstructure: Agenda for Action. 1 993, p. 6. 

57 Section 212 abolishes the NatiooBl Telecomniuiiica&oBs and Infixination Administration. 

58 See Adam D. Thierer, *‘A Guide to Telecommunicarioos Der^ulation Legislation,” Heritage Foundation Issue Bulletin 
No. 191. June 3, 1994, p. 20. 
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Mr. Cobb. On page 5 of that backgrounder, I recommend that 
the present Office of Inspector General of the Commerce Depart- 
ment form the core staff of CPRA because of the unique position 
the experienced individuals in that office possess about the oper- 
ations of the Department. In effect, they know where the skeletons 
are buried. 

When Congress enacts the Commerce Department Dismantling 
Act, you will have to expect a very hostile reaction from the agency. 
We have been told by Secretary Brown that the administration is 
strongly opposed to this legislation. Certainly the current employ- 
ees in the Commerce Department are strong supporters of their 
agency and the programs they administer. The most natural thing 
in the world to expect would be the reluctant cooperation of the 
current administration. 

Therefore, setting up a Commerce Programs Resolution Agency, 
staffed at the top by personnel from the Inspector General’s Office, 
with sweeping powers, is the only way to go. 

Let me illustrate this opinion with a personal story. When I left 
the University of Chicago Graduate School of Business, my first ca- 
reer was in the civil service of the State of Illinois. I was the chief 
budget and fiscal officer of the Illinois Industrial Commission. It 
was a wonderful learning experience, because I learned how gov- 
ernment agency managers can develop little tricks to get their 
work done in spite of the attempt by legislators to tell them how 
to do their jobs. I became an expert in how to manipulate the State 
Personnel Act and the State Purchasing Act. In spite of a very good 
system, I was able to get away with a lot of administrative discre- 
tion which would not have been approved if I had needed to get for- 
mal approval. 

I believe that establishing CPRA with a great deal of administra- 
tive flexibility and with knowledgeable personnel from the Inspec- 
tor General’s Office will be essential for successfully dismantling 
the Commerce Department. A powerful administrator at the top 
will be able to stop any bureaucratic resistance from inside the or- 
ganization and carry out his mission on schedule and without dis- 
ruption of the legislatively mandated services to the public that 
Congress intends to retain. 

Thank you, Mr. Chairman, for this opportunity to appear. I will 
be pleased to answer any questions. 

[The prepared statement of Mr. Cobb follows:] 
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John M. Olio Senior Fellow in Political Economy 
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Mr. Chairman and Members of the Committee: 

Thank you for inviting me to appear here today to 
comment on a few of the proposals in H.R. 1756, to 
abolish the U.S. Department of Commerce, which was 
introduced June 7, 1995, by Representative Dick Chrysler 
(R-MI) and 60 co-sponsors. 

Let me say at the outset that the views I am expres- 
sing today are my own and not those institutionally of 
The Heritage Foundation. 
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I want to focus my remarks today on the provisions 
in Title I of the bill “to re-establish” the department as a 
“Commerce Programs Resolution Agency” (CPRA). I 
want to express my support for the way in which 
Representative Chrysler’ s task force, which drafted the 
legislation, has proposed to carry out the plan of dismant- 
ling the Department of Commerce. 

CPRA is the Proper Division of the Task 

I believe that under our constitutional system of 
government, there is a proper division of powers between 
the Executive and Legislative Branches of government. 
The function of the Legislative branch is to choose the 
goals of government policy, to establish the framework 
for executing that policy, and to authorize the Executive 
Branch to do it. 
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This is precisely how the proposed legislation would 
work. The role of Congress is most obvious in Title II of 
the legislation, which details all the programs to be term- 
inated, and which programs are to be moved under the 
jurisdiction of other government agencies, or established 
in the private sector. 

The job of managing — the job of the Executive 
Branch — is quite properly delegated by the legislation in 
Title I, which establishes CPRA. It is designed to be a 
problem-solving task force that can carry out such a 
complex task as dismantling a large government agency. 

CPRA is Not "a New Agency” 

CPRA would be a direct continuation of the Com- 
merce Department, not a new Federal agency. But at the 
same time it would be a completely new form of organi- 
zation. I suggest you think about it in the same sense as a 
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caterpillar’s cocoon. The caterpillar spins its cocoon and 
lives in it as it grows wings and becomes a butterfly. The 
present Commerce Department is that caterpillar, and the 
end result for the American people after three years will 
be a butterfly. And like the cocoon, CPRA will be 
discarded when the process is completed. 

Depending on the exact date that CPRA takes over, 
which will depend on when the Act becomes law. Cong- 
ress should provide that all appropriations for the Com- 
merce Department be transferred to CPRA for the balance 
of that current fiscal year. And if the date is early in the 
fiscal year. Congress should immediately begin work on a 
special “Commerce Programs Recission” bill to look at 
the balance of the fiscal year. 

How long should Congress authorize CPRA to exist? 
H.R. 1756 specifies two and one-half years. I believe this 
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is a very reasonable period of time. The Federal budget 
cycle takes about one and one-half years. The Congress 
needs eight months to adopt a new fiscal year budget, 
after it receives the President’s request in January. The 
Office of Management and Budget works almost twelve 
months prior to that January publication, developing the 
budget in detail and getting information from the Depart- 
ment. 

The full scope of relocating Commerce programs that 
are being moved to other agency jurisdictions, and devel- 
oping the budget for them in the new agencies, will take 
at least that much time. 

The First Six Months: The Administrator 

In Section 109 of the legislation, the effective date 
for CPRA to take over the programs of the Commerce 
Department is set at six months after the date the law is 
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enacted. During the first six months, three important 
preliminary functions are mandated: 

y The President must select and nominate someone 
to be the Administrator of CPRA, and that 
individual must be confirmed by the Senate. 

y The President must prepare a Plan for Winding 
Up Affairs of the Commerce Department within 
the deadline of three years and submit that plan 
to Congress. 

y And the General Accounting Office must 
prepare and submit to Congress its own 
proposals and recommendations about how to do 
the job most efficiently. 

Notice that CPRA’s Administrator is to be appointed 
even before CPRA itself comes into existence. This is an 
important detail to assure that no time is wasted in dis- 
mantling the Commerce Department. The selection of a 
highly qualified manager and drawing up the plan of 
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action has to be the first priority. And this is what the 
legislation provides. 

I would recommend the selection of a CEO from one 
of America’s successful large corporations who may have 
just annoimced the intention to retire. I would hope that 
individual would select as the Deputy Administrator an 
individual from the Federal Senior Executive Service 
with extensive experience in agency management. 

The Heritage Foundation has published a Back- 
grounder, which I wrote, that analyzes the Commerce 
Department and eveiy provision of H.R. 1756. With your 
permission, I will submit a copy of that for inclusion in 
the hearing record. On page 5 of that Backgrounder, I 
recommend that the present Office of Inspector General 
of the Commerce Department form the core staff of 
CPRA, because of the unique position the experienced 
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individuals in that office possess about the operations of 
the Department. In effect, they “know where the skele- 
tons are buried.” 

The Plan for Winding Up Affairs of the Commerce 
Department is not a trivial task. Administering a govern- 
ment agency, and dismantling one, is a major challenge 
that will require the full-time attention of an experienced 
professional. Selecting that individual should not be done 
casually. It is not a job to which the President can simply 
appoint his principal campaign fimd-raiser, as has some- 
times been the case for the job of Secretary of Commerce. 

Abolish Some Programs Immediately 

In Section 213 of the legislation, the programs that 
are to be abolished and not transferred to other jurisdic- 
tions within the government are terminated immediately. 
In general, the effective date for addressing every other 



234 


Remarks of Joe Cobb 9 

The Heritage Foundation 

program within the Commerce Department is the same as 
the effective date that CPRA is established, which is six 
months after the Act becomes law. 

But for programs that are to be abolished, Congress 
should not wait six months. That would be a time period 
which would just invite mischief on the part of sitting 
employees at Commerce, who would have no restraints. 
It would be only natural for them to do as much as 
possible during the waiting period to spend the money 
and advance the causes they are working for. Isn’t this 
what happens today in every Federal agency around 
August and September, as the fiscal year closes? 

In conclusion, Mr. Chairman, I believe the plan as set 
forth in H.R. 1756 to dismantle the Commerce Depart- 
ment is very well conceived. In particular, I think 
establishing CPRA with a wide latitude to do whatever is 
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necessary without Congressional micromanagement is a 
very good idea. 

When Congress enacts the Commerce Department 
Dismantling Act, you will have to expect a very hostile 
reaction from the agency. We have been told by 
Secretary of Commerce Ron Brown that the Administra- 
tion is strongly opposed to this legislation. Certainly the 
current employees in the Commerce Department are 
strong supporters of their agency and the programs they 
administer. The most natural thing in the world to expect 
would be the reluctant cooperation of the current Admin- 
istration. Therefore, setting up a Commerce Programs 
Resolution Agency, staffed at the top by personnel from 
the Inspector General’s office, with sweeping powers, is 
the only way to go. 
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Let me illustrate this opinion with a personal story. 
When I left the University of Chicago Graduate School of 
Business, my first career was in the civil service of the 
State of Illinois. I was the Chief Budget and Fiscal 
Officer of the Illinois Industrial Commission. It was a 
wonderful learning experience, because I learned how 
government agency managers can develop little tricks to 
get their work done in spite of the attempt by legislators 
to tell them how to do their jobs. I became an expert in 
how to manipulate the State Personnel Act and the State 
Purchasing Act. In spite of a very good system under the 
Illinois Bureau of the Budget, I was able to get away with 
a lot of administrative discretion, which would not have 
been approved if I had needed to get formal approval. 

I believe that establishing CPRA with a great deal of 
administrative flexibility, and with knowledgeable 
personnel from the Inspector General’s Office, will be 
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essential for successfully dismantling the Commerce 
Department. A powerful Administrator at the top will be 
able to stop any bureaucratic resistance from inside the 
organization and carry out his mission on schedule and 
without disruption of the legislatively mandated services 
to the public that Congress intends to retain. 

Thank you, Mr. Chairman, for this opportunity to 
appear today. I will be pleased to answer any questions 
you may have. 
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Mr. Horn. Thank you all. 

I yield 5 minutes to the distinguished chairman of the full com- 
mittee, Mr. Clinger, the gentleman from Pennsylvania. 

Mr. Clinger. Well, I thank the panel for your very helpful testi- 
mony as we go about this daunting task of basically eliminating 
the Department of Commerce and yet also recognizing the need to 
continue some of the functions that are very vital. 

I was talking to Mr. Black. You have indicated that you think 
things are working better now that we finally have gotten some 
focus and some discipline within the Department to do those 
things. 

The question I asked Secretary Brown is, if you were truly an ad- 
vocate for business interests you would be focusing on things like 
eliminating regulations, lower taxes, litigation reform, some of 
these areas where we have not had any action by the Department 
of Commerce. Would you agree with that? 

Mr. Black. Mr. Chairman, I think that is an excellent point. It 
is exactly one of the reasons why, having been involved with the 
Commerce Department over the years, that we have both simulta- 
neously appreciated its value and been frustrated that its value 
wasn’t greater. 

What you are arguing for is, I think, the core of what I am argu- 
ing for: that business does need a strong, effective voice at the 
highest levels of government. 

Now, Commerce has not always met that standard as well as I 
would like, but I can identify for you people, general counsel level 
people, in every administration from Reagan, Bush, on, that I have 
worked with, who can give a long catalog of antitrust issues, of tax 
issues, of regulatory issues — where Commerce has weighed in. 

I heard the Secretary. He seemed to be somewhat constrained on 
what he could talk about, but I know in the trade area, in the ex- 
port control area, we would still be controlling 286 PC computers 
except that the Commerce Secretary, because he was a Cabinet- 
level official, was able to go into the White House and debate the 
issue with some folks across the river. And we would have lost a 
huge economic benefit for this country. And I think everyone is 
somewhat familiar with the 286 level computer these days. 

There was a memo that was written. This was a point when 
286’s were made all over the world by dozens of other countries. 
It had been determined by a careful study to be uncontrollable; and 
there was still an effort to say no, that we want to control them, 
we don’t want these exported. These were obsolete already at that 
point, certainly for manufacturers. People were phasing out making 
them. We could not export those out of this country without a li- 
cense. 

There was a serious attempt to stop a Commerce Department de- 
cision to decontrol. That was fought into the White House, and, 
frankly, it was a hard fought battle, and that was a lot of jobs and 
a lot of bucks, and there are other — we have seen them in the trade 
area, I have seen them in the antitrust, I have seen them in dif- 
ferent areas. They are an advocate. They are not as good as I 
would like them to be, but that is the case, in my mind, for making 
a stronger, more robust department. 
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Mr. Clinger. That is what I think our intent is here, is to recog- 
nize that a core activity of the Department of Commerce has to be 
this kind of activity. The problem is that it is a very minor part 
of what the Department presently does. I think there is a diffusion 
of resources here that really should not happen. What we are try- 
ing to do is really focus on that very core activity which is pres- 
ently getting short shrift. 

Dr. Rodgers, it was disturbing to me, at least, an article was in 
the Wall Street Journal on August 15, sort of saying that perhaps 
the United States-China deal was — ^that the Secretary, I think, has 
been rather boastful of in promoting United States products 
abroad, has really not produced the kind of results that perhaps 
have been vaunted in the press. He cited his experience in his tes- 
timony as a strong advocate for U.S. products abroad. 

But based on your experience as a CEO of a major company in- 
volved in exports, how effective really do you think the Department 
of Commerce has been in opening markets, new markets, to Amer- 
ican products? 

Mr. Rodgers. We have an industry association called the SLA, 
which has done a little opening of markets, that has been done in 
the semiconductor industry. A Commerce official has never dark- 
ened my door. We are only 10 years old, and we currently export 
45 percent of everything we maike, with a goal to get over 50 per- 
cent in a year. So we export because people on the other side want 
what we make, not because the Government is forcing them to buy 
things they don’t want. 

Mr. Clinger. So I mean, you have basically been doing this on 
your own. You really haven’t needed the Government to be your ad- 
vocate or your promoter in this regard? 

Mr. Rodgers. No. You want to sell to Japan, you go to Japan, 
and you hire a Japanese sales manager, and you start selling, and 
about 8 years later it actually starts working. 

Mr. Clinger. Mr. Cobb, you indicated that the Commerce Pro- 
grams Resolution Agency needs to play a strong role as we go down 
the road and you discussed where it should be, and how it should 
function. 

One of the proposals under consideration — and I would stress, by 
the way, to Dr. Black, we are not undertaking this in a cavalier 
fashion. We are trying to be very responsive and very thorough in 
the way we look at jdl these issues. But in terms of that agency, 
we are considering having that be included under OMB’s aegis. 
Would that be something that you think would be an appropriate 
place for that function to be carried out? 

Mr. Cobb. I have no difficulty with that proposal. Actually my 
operating assumption is that every Government agency is under 
OMB in one sense; it has to submit its budget documents to OMB; 
it has to get approval from OMB. I think it would be absolutely in 
consistency with imiting them formally by having the head be an 
OMB officer. 

I am also aware of the proposal that is being discussed of having 
a Government 2000 Commission that would look at the entire 
structure of the Federal Government. I think that is an extremely 
interesting proposal. It is not contradictory or opposite to the CPRA 
proposal, which is actually more of a task force. 
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Mr. Clinger. That is exactly our feeling about this, that we 
should be looking at the overall picture, but also we need to be 
looking at it in a microcosm as well. 

Thank you very much. 

Mr. Horn. Thank you very much, Mr. Chairman. 

Let me just followup on one part of this dialog. Dr. Rodgers, you 
heard Mr. Black’s comment about the advocacy role of the Sec- 
retary of Commerce in the White House when it came to giving an 
export clearance that was being opposed by the Department of De- 
fense. 

Now, you have got a sort of libertarian view on some of these 
things, I understand. What do you think of that? Is that an impor- 
tant role to play, or would you just abolish all export barriers to 
anything we want to export, whether it is — the Defense Depart- 
ment argument is obviously national security, and sometimes their 
arguments are silly, as was pointed out by Mr. Black, where every- 
body else has this t 3 T)e of computer, and what is the secret? 

So what do you think of that example as a reason for keeping 
a strong advocate on commerce and reflecting the views of Amer- 
ican business to at least get some American exports to overcome 
the balance of trade deficit? 

Mr. Rodgers. Well, the general form of the argument, and I’m 
being respectfully facetious, is that let’s have one department 
which spends $4.4 billion a year to watch over another department 
which spends billions of dollars a year, so that the other depart- 
ment doesn’t damage the very economy which supports both de- 
partments. 

Clearly, it was wrong not to allow companies to export comput- 
ers, but CEOs can come to Congress and say it’s wrong. I don’t be- 
lieve that the benefit of that particular example which is used over 
and over warrants a budget that is so large year after year sifter 
year. 

Mr. Horn. Would you leave that with the trade, U.S. Trade Rep- 
resentative, who is already in the White House, to worry about 
that issue? 

Mrs. Roukema. Sure, and if the two departments combined 
under the USTR, which, in my opinion, is more effective of the two, 
I think that advocacy would still happen and at a lot lower cost to 
industry and the taxpayer in general. 

Mr. Horn. Mr. Black, do you want to comment on that? 

Mr. Black. If I could please, Mr. Chairman. First of all, there 
are many examples, not one. It’s an ongoing problem, and it’s not 
just in the export control area. I understand the concept of— well, 
let’s have one agency to combat another. The truth is: we have a 
Federal Government. We have the Treasury Department that pro- 
poses taxes. We have an EPA that proposes environmental regs. 
We have a Defense Department with security controls. We have a 
State Department with foreign policy controls. We have a govern- 
ment, I mean that’s not going to go away. 

I want somebody in that government to understand, to be empa- 
thetic with, to be able to be an advocate for interests that are af- 
fected, that are important, that are, in fact, the engine of our econ- 
omy and our society. And, no, I don’t think that’s badly spent at 
all. 
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With regard to the technology program, which Mr. Rodgers talks 
about, I mean I tell you, a lot of people in my industry share his 
view. And I frankly have a lot of sympathy that government has 
no place being the dominant voice. But we’re talking about, you 
know, hundreds of billions of dollars of industry, and the program 
that’s there is an experimental one. 

Maybe it’s gotten as big as it should get, fine. Sematech, I didn’t 
support, wasn’t wild about the idea in the first place, because ex- 
actly for the reasons I thought you made, that it was going to be 
dominated by a few people. But that doesn’t necessarily say there 
are not experimental things that make sense. I don’t know any- 
thing more about it than I read in the paper this morning. 

The Washington Post had an article on the Energy Department 
with a grant on ceramics, OK. Small bucks, looked like they would 
have done something. If you want to cut that program, cut a billion 
dollars out of a program, that’s not a reason to reorganize govern- 
ment and throw many other programs into turmoil and disruption. 

I say again, we do not necessarily support the Commerce Depart- 
ment, per se. I would love to see a more sweeping broad look at 
government functions overall. But when I hear statistics about 70 
or 90 percent of Commerce programs that have duplicates, a lot of 
those duplicates I would love to get rid off. Not necessarily the 
Commerce part of it. There is duplication, there are complimentary 
programs and supplementary programs. You need to look at how 
they interact. 

These agencies don’t expand alone. Secretary Brown, I’m going 
on, but you talk about the Trade Policy Coordinating Committee. 
That was something Congress forced on the administration. And, 
thank God, you did. We have this stuff spreadout. But they did, 
they started coordinating. We’ve had some policies coordinated, 
well, for the first time in a long time. It’s not gone far enough, but 
it is a beginning. But when you have 22 agencies of the govern- 
ment with a major chunk of trade that the/ve got to be included 
in that kind of group, to say you’re going to have meaningful im- 
pact by saying we’re just going to focus on one agency, it’s not the 
reality of what we de^ with in a complex government. 

Mr. Horn. Mr. Cobb, you want to get into that dialog? 

Mr. Cobb. One of the greatest problems we have in a large com- 
plex government is, of course, the turf battles. The coordination 
process, of course, especially when it’s mandated, forces the turf 
battle issues to go aside and for the actual mission, the purpose of 
what you’re doing there, to be highlighted. 

I think that whether the USTR, who currently is in charge of the 
coordinating process, or whether it would be a new trade adminis- 
trator, is something that needs to be worked out. I’m strongly in 
favor of keeping the USTR in the Executive Office of the President 
and as the Fbresident’s personal envoy and not commingling it with 
any of the trade functions. But I think that Mr. Black has made 
a very serious and imi»rtant point there. 

Dual use technologies are very worrisome, because ultimately 
you could end up with those in the hands of Iran and Saddam Hus- 
sein or some other lunatic. The Defense Department is naturally 
overprotective. It sort of goes with their uniforms. 
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I think that we need to have a function. I think it possibly should 
be centered in the President’s hands to make those judgments. I 
don’t think necessarily having our current system where the Com- 
merce Department dithers and blames Defense whenever it can’t 
grant a license. I think the interagency process now is really not 
very well structured. 

Mr. Horn. I thank you very much and now yield to Mr. Chrysler, 
the author of the legislation before us. 

Mr. Chrysler. Thank you, Mr. Chairman. It’s good to be back. 

I guess, Mr. Black, do you believe that the Secretary of Com- 
merce or the Commerce Department supports a capital gains tax 
cut, a balanced budget amendment, tort reform or regulatory re- 
form? 

Mr. Black. Congressman, before I answer, let me say I am not 
here on a bipartisan approach to this, OK. I do not want to get 
caught up, and what I’m worried about about this legislation is 
that it’s caught up in some partisan wranglings. 

Do I believe that the Secretary of Commerce by and large is more 
S3nnpathetic on tax issues, on regulatory issues, on the core concept 
of balanced budget and the other things you mentioned: yes, I 
think so. I think he hears business and I think we can have con- 
versations with him and his people and I think they are, like I say, 
empathetic, not always sympathetic, but they are more able to un- 
derstand and then be able to translate and rearticulate to the rest 
of the executive branch than anybody else. 

No, we certainly don’t win all the time. I mean there’s an awful 
lot of things that we don’t like the outcomes on. But it is a place 
of access and it has over the years gone up and down in effective- 
ness. Malcolm Baldridge was, I thi^ most people thought in the 
trade area, exceptionally good. Others have not been so good. 

Mr. Chrysler. Excuse me. Those are not really bipartisan is- 
sues. These are issues that the American people want their govern- 
ment to be doing, to get government off the backs of business, to 
let businesses grow, to let businesses sell their products at a com- 
petitive price, and to build good quality products. And I have 
heard 

Mr. Black. I may agree with some of those. Congressman, per- 
sonally, and my association may. But I don’t honestly think — the 
fact that this Secretary may not, or any Secretary, has been as ef- 
fective as you’d like in being an advocate, isn’t a case for not sa 3 dng 
we don’t want an advocate. 

I mean what you’re saying is what I think I feel, I want it to be 
a stronger, more effective one, and why I’m worried about propos- 
als that make it a subcabinet agency. Because you can’t go head 
to head if you’re not at a Cabinet level. 

Mr. Chrysler. I guess I look at it as, if the Department of Com- 
merce is the voice of business, then that’s the thing that it should 
be advocating. That’s the thing that it should be supporting. That’s 
the thing it should be lobbying Congress on or certainly doing for 
the American people. I haven’t seen the Department of Commerce 
under any Secretary advocating those things, as a businessperson. 

I, like Mr. Rodgers, have been out there creating jobs for years, 
have not called on the Department of Commerce and have been 
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doing business in 52 different countries around the world. But let 
me ask a more general question to all three of you. 

Who would you suggest is the best qualified person to preside 
over the unraveling of the Commerce Department, a CEO of a suc- 
cessful corporation, a private firm specializing in organizational 
overhauls, or the existing Commerce Inspector General staff? Start 
right here at this end. 

Mr. Rodgers. I think that if you can bring in a consulting firm 
that specializes in working with businesses, not one that special- 
izes in working with the government, that they could walk through 
in an impartial way and manage the reorganization better than in- 
siders can. 

Mr. Black. If I had to pick among those three, Fm probably in 
the same camp, but I obviously think you need to create — ^there is 
no entity that exists that is fully competent to do it. You need dif- 
ferent sets of skills. You need to understand the government and 
the programs and 

Mr. Chrysler. Do you have a fourth suggestion? 

Mr. Black. I have not thought about it. It is a worthy subject 
to think about. 

Mr. Chrysler. OK 

Mr. Cobb. In my testimony I recommended that the adminis- 
trator be a CEO who’s possibly just retired from one of the major 
Fortune 500 corporations, a person who would be looking for a new 
career transition. The deputy administrator I recommended be a 
person from the senior executive service that has a lot of inside 
knowledge on managing Federal agencies. And I recommended that 
the Inspector General staff become the core staff. 

You’re going to need a body of people there who can actually go 
around and find out what the transitioning out people are doing, 
what problems they’re trying to solve, and to actually handle all 
the paperwork that’s going to need to be done. 

Mr. Chrysler. Then, Mr. Cobb, you say in your testimony that 
Congress should not wait 6 montb^ for the programs to be abol- 
ished. How could we have a shorter time period and could a shorter 
time period work? 

Mr. Cobb. Well, in my testimony I address the issue of the 6- 
month gap. You know in your bill you have the date upon which 
the bill passes. CPRA is created 6 months after that, but the ad- 
ministrator is named immediately. I think that’s a very wise struc- 
turing, sir. 

The selection of an administrator, you have to have a search 
process, a brief search process, then you have to have clearance 
and then Senate confirmation. Meanwhile, during that period of 
time, the President has to draw up a plan. The bill mandates that 
a plan be submitted. This is no small task, writing that plan. 

I don’t see any reason to create CPRA and have those people sit 
around for 6 months. So creating them after 6 months is the time 
to do that. Drawing up the plan, selecting the CEO, but those pro- 
grams that need to be terminated that are called upon in Title II 
to be terminated should be terminated on the date the bill is en- 
acted so that the administrators that are in charge of those pro- 
grams now don’t have 6 months to play games with you. 
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You know what happens during August and September of each 
year as Federal administrators try to spend out the last of their ap- 
propriations. You don’t want to give the Commerce people who are 
in terminating functions 6 months to spend out all of their money. 

Mr. Chrysler. They’ll only have that opportunity once. Thanks. 

Mr. Horn. Let me pursue that in the bill a little bit. We’re talk- 
ing about a transition authority specifically for Commerce in this 
legislation. The idea has been voiced obviously that if that is a suc- 
cessful way to go, cleaning up a few parts, such as Mr. Cobb has 
mentioned, we would have similar transition authorities for other 
agencies, departments that we’re talking about consolidating, dis- 
mantling, rearranging, whatever word you want to use. 

There’s another approach to this that I mentioned earlier today, 
which is thinking of the Office of Management and Budget role as 
the coordinating device for the Office of the President to build into 
that and its management side the capability to undertake these 
types of missions. Now, that wouldn’t stop one from having a Presi- 
dential appointee come in for a specific task, such as has been sug- 
gested in the legislation and such as Mr. Cobb suggests. 

I agree with him completely that you ought to have somebody 
that’s seasoned in doing this, who has done it in either govern- 
ment, universities, private sector, whatever, and then have that 
balanced with a deputy administrator that knows his or her way 
around the labyrinth of GSA and all other related industries and 
entities with whom you’re going to have to work in order to be suc- 
cessful in this transition. So I would think that one of the questions 
we ought to ask ourselves is why don’t we start with broadening 
the management role of 0MB. That has never really been broad- 
ened to carry out the end that was put in all BOB, Bureau of the 
Budget, and have that institutional memory, therefore, be applied 
to a number of situations should the Congress have the guts to 
apply it to a number of situations. 

But what’s your reaction to that, as opposed to a separate au- 
thority for this psirticular purpose? Build that institutionally into 
0MB to start with and let’s hope they can use it for more than one 
purpose. 

Mr. Cobb. I like the way you’ve discussed this in terms of going 
forward to abolish other Federal agencies. As you know, the Herit- 
age Foundation in February published our own Reinventing Gov- 
ernment book, proposing that we slim down to only five Cabinet de- 
partments, which is, of course, much more bold than anybody else 
is talking about. So you would definitely need to preserve the ex- 
pertise as you take additional steps. 

I am concerned that Congress seems to be running out of steam. 
I’m not trying to criticize you gentlemen here, but we started off 
discussions in Januauy with four agencies, and of course, the House 
budget resolution did call for that. But then the Senate was only 
able to muster the surge to mention one agency. 

If the Government 2000 Commission concept is adopted, then, of 
course, the task becomes a major reworking, a major ret hinkin g of 
how we want the Federal Government to be organized. In that 
case, you definitely do need the Office of Management and Budget 
to encapsulate the functions. I would worry, however, that if the 
Government 2000 Commission idea is adopted, and at the same 
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time we start taking down the Commerce Department, that we 
might end up with the American people believing that we’re only 
putting together a study commission to conceal the genuine non- 
achievement of the dismantling of an agency of government. 

So I would urge that you send these things forward on parallel 
tracks. Create the CPRA, link it with the Office of Management 
and Budget, let it start its work, have the Government 2000 Com- 
mission take a comprehensive look at all of the functions of the 
Federal Government, and propose what might be the 10 or fewer 
agencies that should be organized functionally starting with the 
new administration in 1997. And at that point, whatever CPRA — 
whatever progress it has made during those 12 months will put you 
that much further ahead down the road. 

And those same people could be — of course, most of them are 
Civil Service, and so they would have expectations of continuing in 
Federal employment if their skills’ are needed and valuable, and 
they would be. So I think that your proposal of having the 0MB 
become the major focus and location of this skill is valuable and 
a good idea. But we don’t need to wait for 1997 to create that orga- 
nization. 

Mr. Horn. Let me refine that a little further, which we’ll have 
witnesses on the next panel that will do just that. Many of those 
in the National Academy of Public Administration that are experts 
on government have served in every administration since Roo- 
sevelt, and since one of the members who wrote the Marshal Plan 
is still alive in his 90’s, they have come to the conclusion and I’ve 
reluctantly come to it, because I felt that I would like to see 0MB 
work and I felt for the years with the budget authority as a former 
chief executive, I can assure you it will work. People pay attention 
to you when you have the budget authority. 

What they are suggesting basically is an Office of Management 
and an Office of Budget, both of which report to the President and 
are part of the Executive Office of the President. This function on 
the management side would obviously correctly be part of that, 
where you’d have a core group that does know what they’re doing, 
working with these different agencies. 

Now, that doesn’t stop having a transition authority to get, if you 
will, a master in bankiuptcy to dispose of the assets, if you will, 
human and nonhuman. But it would provide some consistency, 
some experience as to how you get the job done. The first one will 
be painful. The second one will be less painful. We will know more. 
So I wonder what you think of that refinement, of two separate of- 
fices with the White House Executive Office of the President co- 
ordinating the effort if it came to an argument over budget versus 
management. 

Mr. Cobb. I would worry about span of control. I would won^r 
about having the managers be too distant from the actual daiily 
functions. That would be something that, of course they, I would 
hope, would address and look at very carefully. But my first im- 
pression is that I would worry about the span of control if manage- 
ment and budgeta^ functions are sort of detached from the oper- 
ation level. That’s just my first thought. 

Mr. Horn. Well, that’s been a wony of mine over the years, but 
I think they’re right, not much is being done on the management 
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side. Some excellent people have been put in there, but they don’t 
really have the staff or the clout to do the job that needs to be 
done, starting with program evaluation assurances, throughout the 
executive branch, really working with the Inspector Generals, the 
chief financial officers and others on the management questions 
that are revealed by GAO and everybody else siround here. 

Any comments on that from other members of the panel? 

Mr. Black. Yes, Mr. Chairman. I think your instincts are on the 
right course in terms of there being somebody at the Executive Of- 
fice of the President level to deal with and create a permanent in- 
stitutional sense of how to implement whatever level of reorganiza- 
tion/dismantling takes place. 

We would urge you, I think, also to not just do this one, then 
learn to do the next one. In fact, there’s a learning process that can 
help shape what else needs to be done and how best to do it. There 
is, in fact, a learning experience that would come from when we try 
to put this over there, maybe that’s — it doesn’t work so well, that 
it’s not just a mechanical function that you want here, but you 
want an analytical and an oversight view of this process of reor- 
ganizing government that grows and learns and ultimately gives us 
a much more efficient, effective government at the end of the day. 

Mr. Horn. Yes, Dr. Rodgers. 

Mr. Rodgers. I think the concept of creating a dismantling and/ 
or slim down machine that takes this first run on Commerce and 
then proceeds, having learned, is a very good idea. I called Scott 
McNeily, the chief executive of Sun Micro Systems, last Friday, one 
of the companies represented by the CCIA, and berated him for 
supporting big government. And he said in my mind dismantling 
the Commerce Department is only a first step, and, “we need Edu- 
cation, Energy and Agriculture to follow shortly thereafter.” So if 
we take McNeiiys’s advice, we will need a machine because there 
will be more to feed into it than just one department. 

Mr. Black. I’ve got to counter, if I could. He mentioned SLA. 
Well, there are many major companies in SLA that are very much 
a part of the effort to hang on to a recognizable trade and business 
representative. 

Mr. Rodgers. We’re not SLA members, trust me. 

Mr. Black. Well, they were part of this effort. 

Mr. Horn. I’m sure three associations will jump up and say I got 
a great new organization for you. OK. 

Mr. Chrysler, do you have any further questions, comments? 

Mr. Chrysler. No, sir. I’d just like to thank this panel for their 
comments and suggestions today. 

Mr. Horn. Well, I join him in that. We thank all of you, appre- 
ciate your written testimony, as well as your oral responses. So 
thanks for coming, spending the time. 

Mr. Horn. Panel four will come forward, we will swear you in, 
and that will be the last panel for the day. Mr. Stevens, Dr. Ink, 
Mr. Keating, Mr. McNeill, Mr. Smith. We have Mr. Bingman’s tes- 
timony. We’re going to put it in the record. We have Mr. Smith and 
we have Dr. Ink, we have a few more signs to put out. Mr. McNeill. 
OK. Now everybody’s behind the right names. Good. Wouldn’t want 
any mystery guests here. 

Mr. Ink. That’s reorganization. 
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Mr. Horn. That’s right. I’m boning up for the Office of Manage- 
ment. If you would stand, raise your right hand. 

[Witnesses sworn]. 

Mr. Horn. All witnesses have affirmed. We will start with Mr. 
Stevens, the Director of Federal Management and Workforce Issues 
for our friends, the General Accounting Office. 

Mr. Stevens. 

STATEMENT OF NYE STEVENS, DIRECTOR OF FEDERAL MAN- 
AGEMENT AND WORKFORCE ISSUES, GENERAL ACCOUNT- 
ING OFFICE, WASHINGTON, DC; DWIGHT INK, PRESIDENT 
EMERITUS, INSTITUTE OF PUBLIC ADMINISTRATION AND 
SENIOR FELLOW, NATIONAL ACADEMY OF PUBLIC ADMINIS- 
TRATION, WASHINGTON, DC; RAYMOND J. KEATING, CHIEF 
ECONOMIST, SMALL BUSINESS SURVIVAL COMMITTEE, 
WASHINGTON, DC; ROBERT L. MCNEILL, EXECUTIVE VICE 
CHAIRMAN, EMERGENCY COMMITTEE ON AMERICAN TRADE, 
WASHINGTON, DC; AND JEFFREY C. SMITH, EXECUTIVE DI- 
RECTOR, COMMERCIAL WEATHER SERVICES ASSOCIATION, 
WASHINGTON, DC 

Mr. Stevens. 'Thank you, Mr. Chairman. I’ll be very brief in view 
of the hour and your instruction to keep this to 5 minutes. 

Mr. Horn. Yes, may I say, if you weren’t in the room, some of 
you, the rule is 5-minute summary of oral testimony from each, 
and then we’ll wait until all of you have given us the 5-minute 
summary. Your full statement will be placed in the record. And 
then we open to ^estions in 5-minute sequences. 

Mr. Stevens. Fine. We’ve never done a management review of 
the Department of Conunerce, as we have at most Cabinet depart- 
ments, and we do not have a position on the dismantlement, per 
se. However, we think that there are some relevant lessons to be 
learned through our past work on the implementation of reorga- 
nizations that have been done in the past and on the Resolution 
Trust Corporation, whose mission of closing down an agency and 
selling off its assets parallels that of the Commerce Programs Reso- 
lution Agency. 

The first question we would raise is whether agency shutdowns 
constitute such a specialized function that the government needs a 
continuing capacity for it, rather than a capacity that will as in 
this case go out of existence in 2 V 2 years. 

Even so, 0MB, which is a possible alternative, has largely dis- 
mantled its government organization capability in recent years. In 
any case, our past work has convinced us of the need for very care- 
ful implementation planning. In past reorganizations it was typi- 
cally an afterthought to the policy and political issues involved, and 
the result was a long period of turmoil and confusion. We think 
this applies not only to the functions that do wind up in the CPRA, 
but also to the majority of Commerce’s functions which will either 
be transferred to other agencies or terminated either upon enact- 
ment of the bill or upon creation of the resolution agency. 

The bill is unclear about who, if anyone, is responsible for wind- 
ing up the affairs of Commerce components that are eliminated be- 
fore or at the time CPRA is created or whether this agency would 
inherit the resolution agency’s own unfinished affairs. When faced 
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with a comparable case in the RTC, Congress provided that the 
RTC develop a detailed marketing plan for assets under control, in- 
cluding how any continuing Federal interests would be protected. 
It also provided for a plan to transfer RTC’s functions into the 
FDIC when it was done with. 

To the extent that asset sales will come with some strings at- 
tached in the form of continuing government interests, some agen- 
cy will need to be in a position to enforce those conditions. The 
functions that CPRA will carry out differ substantially from what 
Commerce employees who will staff the agency have been doing up 
until now. Marketing assets demands different sMlls from running 
programs. 

Additional help may be needed, as RTC found, and this would be 
particularly true for an agency that would be running practically 
continuous reductions in force under the rather stringent proce- 
dural rules that presently apply to Federal agencies. And I should 
note that the RTC, because it was a government corporation, was 
exempt from many of these procedural constraints. 

Under similar conditions. Congress was careful to provide the 
RTC with an Inspector General to police the greatly increased 
interactions with the commercial sector, but I note that H.R. 1756 
terminates the Commerce IG, just as the resolution agency is being 
formed. 

Finally, Mr. Chairman, we also believe that the funding limita- 
tion in Section 310 of the bill would pose substantial and perhaps 
not entirely anticipated challenges for some Commerce functions. 
The bill limits funding to 75 percent of the funds expended during 
fiscal year 1994 for each subsequent fiscal year. 

The Census, for example, was at the lowest point of its 10-year 
funding cycle in 1994. We have long urged that the Census Bureau 
invest some funds now in the research and testing that would be 
needed to devise a fundamentally different way of carrying out the 
Census, with potential savings down the line of $1 billion. 

We are afraid that this opportunity may be lost if the Bureau 
has to cut a quarter or more of its st^ at this critical point in the 
planning cycle. We also note that by pegging the limitation to ex- 
penditures in 1994, the bill makes no distinction about the source 
of the funds. 

For example, about a third of the Bureau’s expenditures at this 
point in the cycle are for surveys such as the Bureau of Labor Sta- 
tistics Consumer Price Index that are done on a reimbursable 
basis. And I would think those would be the first that the Census 
Bureau would choose to do away with. 

Similarly, since the Patent and TVademark Office is fully funded 
by application fees which are designed to pay its full costs, cutting 
its expenditures by 25 percent could only be done by refiising appli- 
cations, cutting fees to below cost, or extending the processing 
backlog. 

Mr. Chairman, we also have some observations on two GAO re- 
porting requirements in the bill. We believe they might be better 
met by more flexible request work on behalf of this committee or 
others that had interests in the transition as it was progressing. 
And ni stop there. 

[The prepared statement of Mr. Stevens follows:] 
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COMMERCE DISMANTLEMENT: 

OBSERVATIONS ON PROPOSED TMPr.EMENTATION MECHANT.SM 

Summary of Statement by L. Nye Stevens 
Director 

Federal Management and Workforce Issues 

The proposed Department of Commerce Dismantling Act, H.R. 1756, 
is one of several proposals that would abolish or significantly 
reorganize the Department of Commerce. Few, if any, precedents 
exist for dismantling a Cabinet-level federal agency. However, 
six agency reorganizations under the Reorganization Act of 1977 
and the Resolution Trust Corporation's liquidation of savings and 
loan institutions appear to share some characteristics with the 
proposed act's Commerce Programs Resolution Agency (CPRA) , which 
would wind up the affairs of Commerce. 

CPRA' s mission is narrowly focused on dismantling Commerce over 
2 1/2 years, but the current budget environment and other 
proposals to more extensively reorganize the executive branch may 
call for a continuing, general capacity to guide reorganizations 
and downsizing. If Congress expects that the government will 
need the capacity to guide reorganizations and federal agency 
downsizing in more Chan this one instance, it may wish to 
consider the feasibility and desirability of assigning the 
responsibility to an entity that will continue to exist. 

GAO suggests Chat Congress may wish to consider several specific 
issues as it deliberates the proposed Commerce Dismantling Act 
implementation provisions; 

-- Failure to carefully plan needed implementation actions 

hampered previous reorganizations. The proposed act provides 
for a plan but does not specify the agencies involved or a 
strategy for disposing of assets. 

-- The breadth and unique nature of CPRA' s mission call into 
question whether it can complete its work in 2 1/2 years as 
the act proposes. 

-- The former Commerce personnel who would staff CPRA may lack 
skills and knowledge for some of CPRA's tasks. 

-- Exemption from certain federal statutes would increase 
flexibility and specific guidance on the disposing of 
Commerce's assets may help CPRA meet its mission. 

-- The funding limitation specified in the act may disrupt CPRA's 
efforts to achieve its mission and also may hinder the 
remaining Commerce programs from achieving their current 
program objectives, such as census reform. 

-- CPRA may need an Inspector General's oversight. 

-- The proposed act does not clearly assign any official or 
organization responsibility for overseeing functions 
terminated before CPRA's creation. 
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Mr. Chairman and Members of the Committee: 

I am pleased to be here today to assist the Committee in its 
consideration of the proposed Department of Commerce Dismantling 
Act, H.R. 1756, one of several proposals that would abolish or 
significantly reorganize the Department of Commerce, As you 
requested, my remarks focus primarily on the proposed Commerce 
Programs Resolution Agency (CPRA) that would be created under 
title I of the act. We have not reviewed and do not have a 
position on the proposed dismantlement of Commerce. 

As you know, few, if any, precedents exist for dismantling a 
Cabinet-level federal agency. Nevertheless, the lessons that can 
be gleaned from certain previous government experience may help 
guide the Committee in considering the proposed act. We looked 
back through our past work for analogous situations. Although 
not perfectly parallel to Commerce's dismantlement, agency 
reorganizations under the Reorganization Act of 1977'- and the 
Resolution Trust Corporation's (RTC) liquidation of savings and 
loan institutions^ appear to share some characteristics with the 


^See Implementation: The Missing Link In Planning 
Reorganizations (GAO/GGD-81-57, Mar. 20, 1981) . Among the 
agencies created or modified in the reorganizations that we 
analyzed in this report were the Federal Emergency Management 
Agency, Equal Employment Opportunity Commission, Federal Labor 
Relations Authority, International Development Cooperation 
Agency, Merit Systems Protection Board, and the Office of the 
Special Counsel. 

^We have issued approximately 65 reports and 20 testimonies on 
RTC since August 1990. 
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Commerce situation, and thus lessons we learned in reviewing 
their implementation may be applicable. 

On the basis of this work, we have identified a general issue. 
CPRA's mission is tightly focused on dismantling Commerce over 
2 1/2 years, but the current budget environment and other 
proposals to more extensively reorganize the executive branch may 
call for a continuing, general capacity to guide reorganizations 
and downsizing. Aside from this general issue, we also have 
identified several specific issues that Congress may wish to 
consider as it continues to deliberate the provisions of the 
Commerce Dismantling Act. These are 

-- the need for implementation planning, 

-- the tight deadline CPRA would face, 

-- the suitability of CPRA staff for some of CPRA's 
responsibilities, 

-- the possibility of (1) exemptions from certain statutes and 
(2) additional guidance on asset sales, 

-- the challenges posed by funding limitations, 

-- the loss of the inspector general function. 
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-- the clarity of termination responsibilities, and 


-- the mandate for GAO reports. 


BACKGROUND 


CPRA is an agency that would be created 6 months after the 
enactment of the Commerce Dismantling Act. The mission of CPRA 
would be to administer and ultimately wind up the affairs of 
those functions of the Department of Commerce that are not 
transferred to other federal agencies or terminated before CPRA 
is created. Winding up Commerce's affairs includes selling, if 
possible, the assets of certain former Department of Commerce 
functions and settling Che obligations of the continuing Commerce 
functions that CPRA receives upon its formation. CPRA also would 
see to its own termination within 2 1/2 years of its creation. 
CPRA would be staffed by former Department of Commerce personnel 
who are not transferred to other government agencies in the 
reassignment of various Commerce functions. It would be headed 
by an Administrator appointed by Che President with the advice 
and consent of Che Senate. 

Relevance of Reorganizations and RTC Experience 

The governmental reorganizations undertaken in the late 1970s 
under terms of the Reorganization Act were similar Co the act 
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before the Committee today. The similarity exists in that 
agencies and their components were realigned to join entities 
with similar missions with the intent of improving the efficiency 
and effectiveness of government operations. The reorganizations 
were, however, smaller in scope than the Commerce dismantlement 
proposal, did not involve the termination of numerous functions, 
and included significant roles for the Office of Management and 
Budget (0MB) and the General Services Administration (GSA) . 

RTC's role also may be somewhat analogous to the role anticipated 
for CPRA. Like CPRA, RTC was established by law (1) to assume 
some responsibilities for functions that were being abolished, 

(2) to dispose of certain assets, and (3) to terminate its own 
operations within a designated period. Unlike CPRA, however, 
RTC's asset disposition workload increased over the first year of 
its existence before declining. CPRA likely will have its peak 
workload immediately upon formation. In addition, RTC was to 
dispose of assets that had emerged from an existing market, 
whereas the proposed CPRA would dispose of more unusual assets, 
such as laboratories, for which a market is less readily 
apparent. Also, RTC was created as a mixed-ownership government 
corporation while CPRA is designated as a federal agency. As a 
government corporation, RTC was exempt from various laws and 
regulations, e.g., personnel laws, that would apply fully to CPRA 
as a government agency. 
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COMMENTS ON COMMERCE DISMANTLING ACT PROVISIONS 


Drawing on our work with previous government reorganizations and 
RTC, as well as other studies, we analyzed CPRA as delineated in 
title I of the proposed act and identified some issues the 
Committee may wish to consider further as it deliberates possible 
modifications to the act. 

Is a Continuing Capacity Needed to Guide 
Government Reorganization or Dotnisizinq? 

As a general issue, the terminations and transfers outlined in 
the proposed Commerce Dismantling Act require that some entity be 
responsible for the multitude of details that must be worked out 
as changes occur. Although we have several observations that 
might improve the likelihood of its success, the designation of 
an agency like CPRA to assume these responsibilities has some 
precedent, for instance, in RTC. However, CPRA would narrowly 
focus on Che dismantlement of Commerce and would disappear 
entirely when its mission is completed. If Congress expects that 
the government will need the capacity to guide reorganizations 
and federal agency downsizing in more than this one instance, it 
may wish to consider Che feasibility and desirability of 
assigning the responsibility to an entity that will continue to 
exist . 
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Implementation Planning Would Help Dismantling Effort 

Dismantling the Commerce Department would present a challenging 
task. Under the proposed act, several major Commerce components 
are to be transferred into other federal agencies. This entails 
transferring physical property, such as office equipment, 
personnel, records, and financial obligations. In addition, 
office space likely will be needed to house the newly merged 
entities. The act proposes that numerous other Commerce 
components are to be terminated, either immediately upon 
enactment of the Dismantling Act or at various times up to the 
mandated termination of CPRA itself, 3 years after enactment. 

Our review of six new or reorganized agencies formed under the 
Reorganization Act of 1977 found that agencies that gained new 
functions experienced delays in (1) obtaining key agency 
officials and adequate staffing and office space and (2) 
establishing such support functions as accounting and payroll 
systems.^ These problems were attributable to inadequate 
emphasis on planning for the implementation of the 
reorganizations. Although considerable effort was expended in 
determining what agencies should be merged, planning for how to 
achieve the merger generally did not occur until the 
reorganizations had been approved. Among other things, we 
recommended that future reorganization plans establish a high- 

^GAO/GGD-81-57, March 20, 1981. 
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level Cask force or other mechanism to facilitate implementation 
of the reorganization. We explained that this task force or 
mechanism should include members of agencies losing or gaining 
resources or functions and such support agencies as 0MB, GSA, and 
the Office of Personnel Management. 

Under the proposed act, it is likely that CPRA's precise 
responsibilities and resources will need to be sorted out after 
its creation. Neither Commerce nor 0MB is now planning for 
implementation of the act. The act's provisions assign 
responsibility to the CPRA Administrator and 0MB for some sorting 
out of functions and the resources that would go with the 
functions. Under section 306, CPRA's Administrator is to make 
any determination of the functions to be transferred under the 
act. The Administrator also is to determine what personnel, 
assets, and other resources are to accompany the functions. 0MB, 
on the other hand, is to determine when the transfer of personnel 
and resources is to occur. 

We believe that additional implementation planning would help 
CPRA achieve the objectives of the Commerce Dismantling Act 
within the designated deadline. In the case of RTC, Congress 
required its Oversight Board to develop a strategic plan in its 
first 5 months of operation. This plan served an important role 
in communicating to Congress and the public how RTC was 
interpreting its mandates and how it planned to operate. 
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similar planning would facilitate the implementation of the 
overall Commerce dismantlement, including the transfers of 
functions to other executive agencies, program terminations, and 
CPRA' s wind-up of those Commerce functions not otherwise 
terminated or transferred elsewhere. The Dismantling Act 
includes a requirement that the President submit to Congress no 
later than the same date as CPRA would be established a plan for 
winding up the affairs of CPRA. This planning requirement may be 
more beneficial if it were expanded to include planning not only 
for winding up the affairs of CPRA but also for dealing with the 
transfers of Commerce entities to other federal agencies and the 
termination of numerous other Commerce functions. The planning 
requirement may also be more beneficial if it required the 
affected agencies gaining Commerce components and key support 
agencies like 0MB and GSA to participate in the planning process. 

In addition, because a significant and unusual responsibility for 
CPRA is the disposal of sometimes unique federal assets, such as 
laboratories. Congress may wish to require that the 
implementation plan specifically address this responsibility. 

For example. Congress could require that the plan include a 
determination of the potential market for the assets and the 
marketing approach likely to be used to sell the assets. 

Finally, CPRA may not entirely wind up its affairs by the 
statutorily mandated deadline, and the proposed Commerce 
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Dismantling Act does not address this possibility. In similar 
circumstance, Congress required RTC to develop a termination plan 
for its operations. Congress also specified that any remaining 
RTC functions would transfer to an existing federal agency, FDIC, 
that has similar functions. RTC and FDIC officials served on a 
task force to plan the transition. The proposed act specifies 
that the President is to submit a plan for winding up the affairs 
of CPRA. Congress may wish to further specify that the plan 
include a provision for a successor to CPRA to receive and 
terminate any residual CPRA activities. 

CPRA Faces a Tight Deadline 


The 2 1/2 year time period the act allows for CPRA to dismantle 
the residual components of the Department of Commerce and itself 
may be too optimistic. Experience with less complex federal 
reorganizations suggests that several months, and perhaps more 
than a year, will be required for CPRA and the agencies gaining 
Commerce functions to reach agreement on all of the initial 
transfers of staff and resources from the Commerce Department 
into CPRA and other gaining federal agencies. CPRA also faces 
the task of planning and executing a new mission while 
simultaneously running inherited programs and making sizeable 
staffing reductions. Finally, because CPRA is to dismantle 
itself within 2 1/2 years, CPRA staff will be forced to look for 
alternative work opportunities even as they perform their tasks. 
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Suitability of Staff for New Responsibilities 

CPRA is to be staffed with those Commerce employees not 
transferred to other federal agencies or whose employment is not 
terminated before CPRA is established. In general, these 
employees are experienced in running an ongoing federal entity or 
performing specific program or research responsibilities. 

However, CPRA would be responsible for winding up the affairs of 
the Department of Commerce and then terminating its own 
operations. This would involve a multitude of responsibilities, 
such as settling accounts, dismissing employees in an orderly 
fashion, disposing of equipment and other physical assets, and 
terminating various contracts. However, CPRA also would be 
responsible for selling diverse assets, including laboratories, 
research facilities, and information repositories. To sell these 
assets, CPRA officials will need to 

-- inventory the assets; 

-- maintain the assets so they do not lose value; 

-- determine the market for the assets and their market value; 

-- develop a marketing strategy that will dispose of the assets 
within the mandated time frame, maximize the return to the 
government, and meet criteria specified in the proposed 
Dismantling Act; 
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-- sell Che assets; and 

-- properly account for receipts and transfer them to the general 
fund of the treasury. 

Therefore, CPRA's responsibilities would differ somewhat from 
those currently carried out by Commerce employees. Although CPRA 
employees would be expected to have program knowledge and many of 
the requisite skills, CPRA officials likely will need to augment 
these skills. The needed skills may exist elsewhere within the 
federal government. 0MB, for example, may have some of the 
required skills or may be able to assist CPRA in obtaining 
assistance from other federal agencies. Both GSA and the Defense 
Logistics Agency have considerable experience in disposing of 
assets. As of September 1990, GSA and the Defense Logistics 
Agency had targeted $6.3 billion and $4 billion in assets for 
disposition, respectively.* 

Another option available to augment CPRA skills would be to 
contract for staff or to contract for the disposal of some or all 
of the assets CPRA inherits. RTC, faced with a situation 
somewhat analogous to that of CPRA, turned to outside contractors 
to acquire needed skills. RTC was initially staffed with FDIC 
officials who had relevant experience in taking over failed 
financial institutions and disposing of their assets. However, 


* As3et Management: Governmentwide Asset Disposition Activities 
(GAO/GGD-91-i39FS, Sept. 27, 1991). 
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the sheer volume of failed institutions exceeded that which could 
be reasonably handled by RTC staff. Contracting enabled RTC to 
acquire the specific skills it needed. Contracting also allowed 
RTC to phase staffing in and out as the volume of assets to be 
liquidated varied over the life of RTC. If contracting is used 
to augment CPRA's capacity, CPRA management attention would be 
needed to ensure that the necessary administrative and oversight 
structures are developed. 

Exemption From Certain Statutes 
and Additional Asset Sale Guidance 
May Be Desirable 

Unlike RTC, under the proposed act, CPRA would be subject to all 
laws applicable to federal agencies. RTC, as a mixed-ownership 
government corporation was exempt from numerous federal 
requirements, such as personnel laws, which provided RTC greater 
flexibility than CPRA would have to carry out a similar mission. 
Accordingly, Congress may wish to consider whether any exemptions 
from executive agency statutes and regulations would be 
appropriate . 

Congress also may wish to consider whether it should provide 
guidance to CPRA on resolving certain asset disposition issues. 
For instance, CPRA would be required to sell various federal 
assets to private entities "intending to perform substantially 
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the same functions as were performed" by the federal agencies. 
CPRA may need guidance on what organizations qualify as private 
entities. For example, CPRA may need to know whether such 
entities have to be profitmaking or whether nonprofit entities 
qualify. CPRA may also need to know whether state or local 
government entities, such as universities, qualify as purchasers. 
In addition, CPRA may need clarification of the term "intending 
to perform substantially the same functions." Assuming CPRA does 
sell assets to private entities that intend to perform these 
functions, it may need to know whether the government has a 
continuing interest in ensuring that the functions are carried 
out. If the government does, is CPRA responsible for ensuring 
that purchasing entities actually do carry out the functions? 

And, if CPRA is responsible, how can it accomplish this when CPRA 
is to terminate 2 1/2 years after its creation? 

Finally, if CPRA is unable to sell assets within 18 months of its 
creation, it is required to report to Congress on the appropriate 
disposition of the assets for which "no offer" was received. 

This language suggests that any offer would have to be accepted 
by CPRA. Congress may want to specify that a "reasonable" offer 
must be accepted and provide guidance about what would constitute 
a reasonable offer. 
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Funding Limitation Poses Challenges 

Section 310 of the proposed Commerce Dismantling Act limits 
funding to 75 percent of the funds expended for the Commerce 
functions during fiscal year 1994 for all continuing functions. 
This limitation would apply for each fiscal year after enactment. 

A 25-percent funding reduction for continuing Commerce functions 
likely would require immediate reductions in their workforces. 

If personnel costs represent a high portion of the functions' 
expenditures, the personnel reductions may have to exceed 25 
percent in order to pay for the severance compensation to 
dismissed employees. Such immediate and extensive reductions in 
the workforce would disrupt productivity and divert managers' 
attention. For CPRA, this disruption would occur even as it was 
organizing and determining how to carry out its challenging 
mission within the statutorily mandated 2 1/2 year deadline. 

Congress may want to assess the effects of the funding limitation 
on the ability of former Department of Commerce functions that 
are transferred elsewhere to achieve their program objectives. 
Three such functions are the Census Bureau, the National Weather 
Service, and the Patent and Trademark Office. 
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Census Bureau 


Holding the Census Bureau's budget to 75 percent of fiscal year 
1994 expenditures, at a time when the budget would normally 
increase rapidly in preparation for the decennial census, may 
jeopardize savings that could be realized through improvements in 
census design. Needed improvements include the increased use of 
sampling and other statistical techniques, a simplified census 
questionnaire, greater use of the Postal Service's address list, 
and streamlined field programs. We have long urged the Census 
Bureau to consider, evaluate, and test these improvements.^ 

On the basis of our work,‘ the congressional fiscal year 1996 
budget resolution assumes that almost $1 billion can be saved on 
the cost of the 2000 Decennial Census if basic changes in census 
design are made. Even without the significant budget limitation 
imposed in the Commerce Dismantling Act, we have been concerned 
that the opportunity for a well-planned census reform will be 
lost if Congress and departmental management --wherever the Census 
Bureau is placed- -do not work aggressively to ensure that needed 
changes are made in time for the 2000 Census. 


^ Decennial Census: 1995 Test Census Presents Opportunities to 
Evaluate New Census -Taking Methods (GAO/T-GGD- 94 - 136 , Sept. 27, 
1995) . 

‘ Decennial Census: 1990 Results Show Need for Fundamental Reform 
(GAO/GGD-92-94 , June 9, 1992). 
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National Weather Service 


The National Weather Service is modernizing its weather 
information systems and has estimated a total cost of over $4.5 
billion. Our work has shown that the modernization program was 
being designed and developed without adequate attention to how 
the systems should work together and that development and 
performance problems remained within individual systems.’ 

Despite these problems, the National Weather Service has 
installed and is using modernized weather equipment that produces 
more accurate and timely weather information. However, National 
Weather Service officials have reported that budget cuts of the 
magnitude proposed in the Commerce Dismantling Act would require 
that a significant portion of these new weather systems be 
closed. Congress may wish to further explore these reported 
consequences . 


’ Weather Forecasting: Radar Availability Requirement Not Being 
Met (GAO/AIMD-95-132, May 31, 1995); Weather Forecasting: Unmet 
Needs and Unknown Costs Warrant Reassessment (GAO/AIMD-95-81, 

Apr. 21, 1995) ; Weather Service Modernization: Despite Progress. 
Significant Problems and Risks Remain (GAO/T-AIMD-95-87, Feb. 21, 
1995) ; Weather Forecasting: Improvements Needed in Laboratory 
Software Development Processes (GAO/AIMD-95-24 , Dec. 14, 1994); 
Weather Forecasting: Systems Architecture Needed for National 
Weather Service Modernization (GAO/AIMD- 94-28 , Mar. 11, 1994); 
Weather Forecasting: Important Issues on Automated Weather 
Processing System Need Resolution (GAO/IMTEC-93-12BR, Jan. 6, 

1993) . 
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Patent and Trademark Office 


The proposed act's section 310 limitation on funding suggests 
that Che Patent and Trademark Office, which funds its operations 
out of fees charged to those seeking patents or trademarks, would 
also be subject to the limitation. The limitation would apply to 
the Patent and Trademark Office because section 310 would apply 
to the "amount expended" for activities before the effective date 
of the Commerce Dismantling Act regardless of the source of the 
expended funds. A 25-percent reduction in Patent and Trademark 
Office expenditures would not affect the budget deficit but 
likely would slow the processing of applications. 

Inspector General Function Would Be Abolished 

Disposition organizations tend to have a high vulnerability to 
fraud, waste, and abuse. For example, as early as 1990, several 
organizations responsible for disposing of federal property or 
assets were included on our list of areas especially vulnerable 
to fraud, waste, and abuse. RTC was one such organization on our 
high-risk list. Congress specifically recognized the risks 
likely to be associated with RTC and created an Inspector General 
within RTC to help improve its operations. In addition to 
performing numerous audits, RTC's Inspector General has done 
criminal investigations that resulted in 134 convictions 
involving RTC employees, contractors, vendors, and others. 
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However, under the proposed act CPRA would not have an Inspector 
General. The proposed Commerce Dismantling Act would abolish the 
Inspector General's office concurrent with the creation of CPRA. 
Given RTC's experience, Congress may wish to consider the 
desirability of providing an Inspector General's oversight of the 
efforts to terminate Commerce Department programs to help ensure 
that wind-up operations are conducted honestly, efficiently, and 
effectively. 

Since only a portion of the former Department of Commerce would 
become part of CPRA, all of Commerce's Inspector General staff 
would not need tc be assigned to an Inspector General within 
CPRA. In considering the reassignment, if any, of current 
Inspector General staffing, some consideration may need to be 
given to whether the agencies that are to gain major Commerce 
components will themselves have adequate Inspector General 
staffing to oversee these new components. For instance, the 
current Commerce Department Inspector General devotes 
approximately 60 staff to auditing the operations of the National 
Oceanic and Atmospheric Administration (NOAA) . Some but not all 
of NOAA's functions and staff would be assigned to the Department 
of the Interior. We did not determine whether the Inspector 
General for Interior would have the capacity to audit these newly 
acquired components while maintaining adequate presence elsewhere 
within the Interior Department. 
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Unclear Termination Responsibilitifis 

Effective with the enactment of the proposed Commerce Dismantling 
Act, various programs, administrations, or offices would be 
terminated. Six months after enactment and concurrent with 
establishing CPRA, a larger group of entities or functions would 
be terminated. Although the intent of creating CPRA is to lodge 
responsibility for an orderly wind-up of the Commerce Department, 
none of these terminated functions, offices, or other entities 
seems to fall under the purview of CPRA. The proposed 
Dismantling Act would not assign any official or organization 
clear responsibility for overseeing these terminations. Congress 
may need to consider assigning the responsibility for the 
termination of these functions or delegating the determination to 
another party, such as the President. 

Our Reporting Requirements 

Sections 107 and 201(c) of the proposed Commerce Dismantling Act 
require reports from us. Past experience has shown that we 
generally can respond more effectively to congressional 
information needs through specific requests than by responding to 
statutory mandates . When we receive a request from a Committee 
Chairman, Ranking Minority Member, or other congressional Member, 
we contact the requester's office to gain a better understanding 
of the specific information needed, the type of product that will 
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best convey the information, and the required delivery schedule. 
Working with the requester's office, we are able to make 
appropriate alterations in the work to maximize the benefit of 
the work done. Statutory memdates generally do not allow us as 
much latitude in our efforts to serve Congress as effectively. 
Accordingly, we suggest that the Committee consider eliminating 
the statutory GAO reporting requirements and, as an alternative, 
requesting our work as it is needed or anticipated. 

In the specific case of the section 107 reporting requirement, we 
are directed to report within 180 days of the act's enactment on 
the most efficient means of completing the abolishment of the 
Department of Commerce and the termination, transfer, or 
continuation of Commerce functions. This charge is similar to 
the section 106 (c) requirement that the President report at the 
same time on how to wind up the affairs of CPRA. If a reporting 
requirement is retained, some clarification of the intent and 
relationship of these two reports would be appropriate. 


This concludes my prepared statement. Mr. Chairman, I would be 
pleased to respond to any questions. 


(246093) 
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Mr. Horn. Very good. All of the GAO material will be put into 
the record at this point. 

Let us now proceed to the next witness, Dr. Dwight Ink, presi- 
dent emeritus of the Institute of Public Administration and senior 
fellow of the National Academy of Public Administration. 

Dr. Ink. 

Mr. Ink. Mr. Chairman, I am pleased to testify on H.R. 1756. Al- 
though I am testifying in response to your invitation to NAPA, my 
comments reflect my own personal views, since the Academy has 
taken no position on this bill. 

I am testifying concerning the process specified in the bill, not 
the wisdom of eliminating the Department. My views are influ- 
enced by having had responsibility for a number of Presidential re- 
organization plans, such as establishing 0MB and EPA, President 
Nixon’s sweeping reorganization plans which included eliminating 
Commerce, and particularly my experience in completely eliminat- 
ing the independent agency I headed for President Reagan, the 
Antipoverty Agency. 

First of all, H.R. 1756 badly needs an introductory explanation 
of its purpose, rather them just a perfunctory to abolish the Depart- 
ment of Commerce. Clientele of the department and the public are 
entitled to know the reasons the sponsors believe the department 
is no longer needed. 

For many years, there has been general agreement the functions 
should be distributed on the basis of major purpose. This concept 
does not appear to underlie the provisions of this bill. If a different 
concept is now intended, it should be explained. 

My next question is why go to the trouble of setting up a new 
agency when the objective is to eliminate the department contain- 
ing the same functions? Even if the intent of the bill is to change 
little more than the name, I would predict more legal and person- 
nel issues than we can readily identify in advance. 

In eliminating CSA, I certainly would not have wanted the com- 
plication of transforming ourselves into a new agency while we 
were in the midst of addressing ail the issues involved in eliminat- 
ing the old. Another drawback is the fact that the executive level 
II head of CPRA would be in a weaker position than the executive 
level I Secretary of Commerce to negotiate the numerous transfers 
contemplated by the bill. I know from personal experience that the 
leverage and access of the Cabinet and the Subcabinet are quite 
different. 

The bill does not provide much evidence of considering the im- 
pact of transfers on the receiving agencies. ITie objective of elimi- 
nating a department does not in itself provide the basis or rational 
for determining which agency should receive which transferred 
functions. 

We need to remember that reorganizations are not simply mov- 
ing boxes. They are costly in terms of dollars, confusion and disrup- 
tion to the government’s clientele. This bill could draw Congress 
into administrative issues that could delay the termination process 
substantially. 

How much detail is expected, for example, in the requirement 
that the President shall submit to Congress a plan for winding up 
the affairs of the agency? Further, Section 107 requires GAO also 
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to develop recommendations. How long can Congress deliberate 
these two sets of plans which may differ considerably? How are 
these implementation issues to be resolved on a timely basis? 

The law gave me only 7 weeks to abolish CSA, and this timetable 
was too short. However, I believe the 3-year timetable in H.R. 1756 
is unnecessarily long and costly. I would suggest adding only 1 
year, in addition to the 6-month preparation period, for CPRA im- 
plementation, rather than extending it over the 21^2 years per- 
mitted in the bill. 

Key to expediting the process will be heavy reliance on experi- 
enced career men and women, rather than bringing in a cadre of 
political appointees or businessmen. I foimd this approach to be by 
far the most important dimension to our successful termination of 
CSA. I would go further than the bill in giving 0MB a leadership 
role, as the chairman has indicated. 

If the CPRA mechanism is retained, I would urge that the termi- 
nation authority go to 0MB, with a proviso that much of the au- 
thority be delegated to CPRA. This was done in the case of CSA, 
and it bound the 0MB and CSA into a partnership arrangement 
that was very usefiil. 

Skillful Handling of mrsonnel issues was our No. 1 management 
priority in abolishing CSA. Although the effectiveness of 0PM has 
declined sharply over the past 2 years, it can still be helpful, both 
in Washington and in the field. These are issues, by the way, that 
the Inspector General is particularly poorly qualified to handle. 

Similarly, a role for GSA should be included for space, furniture, 
records, and equipment issues. I recommend against the concept of 
a standard reduction in expenditures for each function transferred. 
A rigorous analysis of relative funding needs would not result in 
the same cut for each function. And where is any analysis of the 
impact of these reductions? 

Finally, I regard the comprehensive approach contemplated by 
Senator Roth’s proposed 2000 Commission to be far superior in 
modernizing government to either the National Performance Re- 
view or the piecemeal approach represented by H.R. 1756. I do 
have significant problems with several specific provisions, however, 
in the versions I have seen. 

In conclusion, Mr. Chairman, I’ve testified over the past 25 years 
a number of times in favor of eliminating the Department of Com- 
merce. But I do feel that this bill is poorly drafted and not well 
thought through. Thank you. 

[The prepared statement of Mr. Ink follows:] 
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Testimony of Dwight Ink 

President Emeritus, Institute of Public Administration 
Before the 

House Subcommittee on 

Government Management, Information and Technology 
ABOLISHING THE DEPARTMENT OF COMMERCE 


Mr. Chairman, I am happy to respond to your invitation to testify on H.R. 1756, a 
proposal to eliminate the Department of Commerce. Although I am testifying in response 
to your invitation to the National Academy of Public Administration, my comments 
reflect my own personal views. The Academy has taken no position on the abolition of 
the Department. 

My views are influenced by earlier responsibility for a number of presidential 
reorganization plans, such as the establishment of 0MB and EPA, as well as President 
Nixon’s Departmental Reorganization Program, the most sweeping departmental 
consolidation plan ever proposed by a president. Mr. Bingman also played a key role in 
developing that consolidation proposal, which, by the way, included eliminating the 
Department of Commerce. 

In addition, under President Reagan, I had the unique experience of completely 
eliminating the independent agency I headed, the Community Service Administration 
(CSA), which handled the anti-poverty effort. The Congressional Research Service 
advised me then that the last independent agency with a nation-wide peace-time mission 
to be abolished had been the NRA which the Supreme Court declared unconstitutional in 
the 1930s. Consequently, we had no guidance from past experience, but we did learn a 
great deal during the close-down. 
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In keeping with the scope of this hearing, my observations will focus on the process and 
approach to downsizing the Department, particularly Title I, rather than the wisdom of 
either the abolition of the Commerce Department or the proposed distribution of 
functions. 

It is probably obvious that no two reorganizations of any magnimde are the same. The 
Commerce proposal, for example, involves a far greater diversity of activities and 
clientele than did CSA. On the other hand, the CSA close-down involved a highly 
volatile nation-wide clientele used to organizing opposition to governmental actions. 
Further, the CSA dissolution maximized the potential for organized opposition by virme 
of its termination of all the agency activities, rather than simply transferring them. 
Despite these differences, this past experience does have some relevance. 

Purpose of the Bill. 

This bill badly needs an introductory explanation of the purpose of the proposed 
legislation other than the perfunctory statement "To abolish the Department of 
Commerce." The clientele of the Department, and the public in general, are entitled to 
know the reasons the sponsors believe the Department is no longer needed. Although the 
sponsors undoubtedly plan to discuss the rationale in their speeches, the basic purpose and 
reasoning need to be formalized in the proposed legislation at the outset. 

For many years, under both Democrats and Republicans, there has been general 
agreement that functions should be distributed among agencies on the basis of major 
purpose. This policy does not appear to underlie the provisions of this bill, and it is 
difficult to assess the merits of the bill without knowing the underlying rationale. If a 
different policy framework is now intended, the new policy should be stated and 
explained, with an opportunity for debating its merits. 
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My first question regarding H.R. 1756 is "Why go to the trouble of setting up a new 
agency when the objective is to eliminate the Department containing most of the 
same functions?" I have been told that the proposed CPRA arrangement provides 
greater assurance that the dissolution of Commerce will be presided over by someone who 
has not been serving as a strong advocate for the Department. Although I understand this 
rationale, it is not clear to me that it is sufficient justification for the confusion and delays 
likely to be caused by setting up a new independent agency. 

1 know from personal experience that abolishing an independent organization is more 
involved than one would think. Even if the intent of this bill is to change little more than 
the name of the Commerce Department, 1 would predict more legal and personnel 
questions than we can readily identify in advance. In eliminating CSA, I certainly would 
not have wanted the complication of transforming ourselves into a new agency while we 
were in the midst of addressing all the issues of eliminating the old agency. Even without 
this complication, for example, I was still dealing with the White House and Congress 
on the tortuous process of confirming political new appointees when the agency closed 
its doors and turned out the lights. 

Another drawback is the fact that the Executive Level II head of CPRA would be in a 
weaker position than the Secretary of Commerce to negotiate the numerous transfers 
contemplated by the bill, and there would be also a downward ripple effect in lower level 
positions. There is a substantial difference between being a member of the so-called Sub- 
cabinet and belonging to the Cabinet, a difference that becomes especially apparent in 
negotiating out transfer of functions in a responsible way. Even with strong support from 
Ed Meese in the White House and the director of OMB, as an Executive Level II, I 
encountered difficulty in moving forward on agreements with Level I cabinet members 
on a timely basis. 
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It does not appear that much thought has been given to the impact of certain 
transfers on the receiving agencies. Again, are the transfers based on major purpose, 
and if not, on what are they based? The objective of eliminating a department does not 
provide the basis for determining which agencies are to receive which transferred 
functions. The transfer to State Department of the Export Administration Act functions, 
for example, raises the question of the extent to which those activities, such as licensing, 
will divert State Department personnel from their basic diplomatic mission. 


Many people have been dismayed already by the failure of some members of Congress 
to consider the potential negative impact of management functions recently proposed in 
other legislation for transfer to the State Department. I have reference to the suggested 
merging of the Agency for International Development which most knowledgeable people 
believe would (a) saddle State Department with administrative functions for which 
ambassadors and their staff are not, and should not, be trained to try to manage, and (b) 
divert State Department in a serious way from its basic missions which are difficult to 
carry out at best. 


Similarly, H.R. 1756 does not explain the rationale for transferring to the State 
Department certain management functions of the type which the Department has been 
notoriously ill-equipped to handle in the past, and which would seem to detract from its 
ability to handle its existing missions. If the sponsors have a solution to this problem, 
it should be set forth in the bill. 


The same type of question should be raised with respect to the other transfers that are 
proposed. We should remember that reorganizations involve costs, and that the promised 
savings almost never materialize. Not only are there short-term termination costs, there 
is disruption which reduces productivity for a substantial period and often places a serious 
burden on those elements of society utilizing the affected government services. 
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Role of Congress. 
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I have some concern that the bill could draw Congress into administrative issues 
which should be left to the Executive Branch. What is expected, for example, in the 
requirement of Section 106 that the "President shall submit to Congress a plan for 
winding up the affairs of the Agency..."? How much detail is contemplated, how long 
can Congress deliberate the plan,and how are differences with the Executive Branch to 
be resolved on a timely basis? Further, Section 107 requires GAO also to develop 
recommendations for achieving the objectives of the Act. 


In the past, Congress has left to the Executive Branch the details of implementation, 
although Congress had the role of passing on the major features of reorganization such 
as those stated in this bill. Informal Executive Branch consultation with Congress in 
advance of submitting the report, was also an important feamre of most earlier 
reorganization plans. 


The existing wording of the bill could lead to final decision-making on a range of 
issues being delayed until nearly the end of the three-year winding-up period with 
resultant waste, confusion, and unnecessary disruption in service to the public. As 
mentioned later in my testimony, I would urge that the bill be modified to shorten the 
termination process, an objective the existing provisions would probably render 
impossible. 


Section 201 (c) also requires a GAO audit of all grants under the Public Works and 
Economic Development Act for FY95. Commerce will also be conducting such audits. 
Does the bill really intend to require duplicate audits for both branches of government? 
Perhaps a better role for GAO would be to test the validity of the Executive Branch 
audits, especially in view of the staffing cuts the GAO is undergoing. Further, if there 
is such a report to Congress from GAO, it also should be provided concurrently to the 
President. 
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Several references to OMB are made in the bill, especially Section 304. However, I 
would go somewhat further than the bill provides, even though OMB no longer has 
the capacity it once had to provide leadership in inter-agency reorganizations. If the 
Congress decides to stay with the CPRA concept, for example, it might be wise to have 
the bill give OMB the authority to administer the dissolution with the proviso that most 
of that authority be delegated to the head of CPRA. This could bind the OMB and the 
CPRA in something of a partnership that could be very effective. 

The termination of CSA utilized this mechanism, and it helped ensure active OMB 
involvement and support, an organizational dimension to our success that was critical. 
Jurisdictional issues are bound to arise that only OMB can arbitrate, and some of the 
agencies receiving Commerce functions may need OMB prodding to move forward on 
a timely basis. OMB support and leverage will be essential in securing the detailing of 
critically needed people from other agencies during the winding-up period. If the OMB 
role is clearly established at the outset, and OMB has a coordinating role that is 
recognized from the beginning, the dissolution will move forward far more smoothly. 
For decades OMB served a series of presidents in providing leadership in major 
reorganizations. This capability has been largely lost, and Congress should require that 
OMB rebuild this capacity. Better yet, I would urge that this Committee introduce 
long overdue legislation to establish an OfRce of Federal Management. 

CPRA Timetable. 

By law, I had only seven weeks to close CSA after Congress acted, and 1 was prohibited 
by law from taking even the most routine preparatory steps prior to Congressional action. 
This timetable was too short. It was unfair to the employees who had insufficient time 
to secure employment elsewhere, and it did not provide adequate time for the agency 
clients to adjust to the absence of the agency and its programs, ail of which were 
eliminated. 
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At the same time, I believe the three-year timetable in H.R. 1756 is unnecessarily iong 
and costly. Under the bill, most of the Commerce ftmctions are transferred to other 
agencies, all of which could be accomplished in much less than a year under effective 
leadership with 0MB support. There will be certain close-out activities, such as audits 
and resolution of contract disputes, that may extend for several years. But these should 
be handled by other agencies rather than spending funds to continue a residual agency for 
an unduly long period. Likewise, privatization elements of the bill could be resolved by 
the agencies receiving the functions, utilizing the same timetables set forth in the current 
bill. 

Prolonged termination processes are fraught with morale problems and waste money. To 
the extent detailees are used for certain technical close-down activities, for example, the 
need for long-term details sharply reduces the availability of quality men and women. 
The bill wisely provides for a six-month period between enactment and the effective date, 
a period in which the planning can take place. I would suggest adding only one year 
(in addition to the 6 month preparation period), for CPRA implementation, rather 
than extending it over the two and one-half years specified in the bill. 

This suggestion to expedite the process is predicated on the assumption that highly 
qualified and experienced professional people from the career service be drawn upon. 
Some feel that one cannot rely very heavily upon career people to dismantle their own 
organization. I can assure you that this is a myth, unless there is brought in a cadre of 
unqualified political leadership which is hostile and distrustful of the career service. This 
negative approach would not earn the loyalty of professional men and women and would 
not take advantage of their knowledge and resourcefulness. 

Given proper leadership that knows government and can lead, the career service will 
respond quickly and dependably. In the case of CSA, virtually every employee was 
opposed to the termination, but they recognized that this was the will of the President and 
the Congress, and that it was their responsibility to make it happen. I have tremendous 
admiration for the extremely difficult task the CSA career men and women carried out 
effectively under the most trying of circumstances. Because of their knowledge of the 
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programs and their professional pride, we were able to accomplish what had never been 
done before. 

Although I would rely primarily on career leadership in the case of the Commerce 
Department, I would not utilize the NPR approach which drew too heavily on men and 
women who were talented, but had only limited knowledge of the particular subject 
matter which they were asked to address. And I certainly would not rely upon private 
sector experience for a rapid dissolution process, because the legal and political 
environments are so much different. 

My suggestion for shortening the timetable is also predicated upon an assumption that the 
President would not have to await Congressional action on the GAO recommendations 
and/or the President’s plans before moving ahead. Should this assumption be incorrect, 
three years might not be long enough! 

OfTice of Personnel Management. 

Skillful handling of personnel issues was our number one management priority in 
abolishing CSA. There was a great range of issues to be faced, some of them highly 
predictable, others unexpected and unusual. I thought it was very essential that we 
provide incentives that would help us cope with morale problems and encourage our men 
and women to take pride in performing a distasteful task on a professional basis, It was 
important to develop arrangements to keep key employees on the rolls until the last day 
of the close-down. 

OPM, particularly through its regional offices, was very helpful to CSA during its rapid 
close-down, and I would suggest the bill include reference to OPM responsibility for- 
providing assistance in addressing personnel issues that may arrive. The requirement that 
staff in some of the transferred functions be reduced by 25%, in itself, will raise RIF and 
other difficult issues. The OPM field capability has been reduced through the NPR 
process, but I am sure there are enough knowledgeable people remaining in the OPM 
field offices to be of help. 
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H.R. 1756 should include a provision under which the CPRA can request other agencies 
to detail up to a specified maximum number of employees, perhaps a total of 50, for 
limited periods of time for each detailee. 1 found the need for CSA detailing additional 
auditors in the final weeks, for example, to be of crucial importance. 0MB should be 
empowered to referee requests to which the originating agencies may object. 

General Services Administration. 

GSA played a very important role in terminating CSA. In the case of Commerce, there 
will be furniture, equipment, and records which are not identified with individual 
functions that are to be transferred but involve crosscutting departmental activities. A 
series of space and telecommunication problems will have to be resolved. I suspect that 
space dislocations in the affected field offices may be considerable since different agencies 
are located in different cities. GSA must play an important role in addressing these 
problems, and the bill should assign to GSA the responsibility for assisting in the 
resolution of such matters and making final determinations on most of them. 

Reduction of Expenditures. 

Section 310 of the bill contemplates using the CPRA transfer mechanism as a tool for a 
25% reduction in the expenditure level of each function being transferred. I question 
this standard amount for each transfer. It is another provision which is not supported 
by any rationale contained in the bill. It is extremely unlikely that a rigorous 
management analysis of relative funding needs would result in the coincidence of each 
function meriting the same 25% cut in size. We have already seen too much of this 
"amputation before diagnosis" in the National Performance Review of the Clinton 
Administration. 

Government 2000 Commission. 


For years Senator Roth has believed that piece-meal approaches to our increasingly 
fragmented and haphazard federal departmental structure is a mistake. I agree, and I 
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have applauded his efforts to persuade several Congresses and Presidents to join in 
establishing a bipartisan Commission that would take a comprehensive look at our 
structure in its entirety, much as President Truman had the two Hoover Commissions do 
after World War II. Later, President Nixon proposed consolidating seven cabinet 
departments and several independent agencies into four departments. The National 
Academy of Public Administration took a position some years ago endorsing the concept 
of reversing tlie process of fragmentation, although it did not propose a specific plan for 
doing so. 

I hope Senator Roth succeeds with this broader approach which I believe is far 
superior to a stove-pipe approach of dealing with departments and agencies one at 
a time. Not only does it provide a far better backdrop for comprehensive changes 
in redistributing functions on the basis of major purpose, it provides a much better 
opportunity to consider basic changes in departmental structure that might have the 
potential for great savings in process and staffing requirements. We have had 
several impressive examples of streamlined agencies that should be looked at for 
possible wider application. Neither the NPR nor the H.R. 1756 will reach these 
greater potential advances. 

Despite my enthusiasm for the broad concept of the Government 2000 Commission, I 
have some problems with the current draft of the Commission proposal. First, I believe 
the combination of structure and program changes immensely complicates the task of the 
Commission and is unrealistic, especially when the bill contemplates the use of certain 
fast track machinery. 

Second, I believe it goes too far in setting specific goals before the Commission reviews 
are made. Section 706, for example, requires that in the second fiscal year following the 
fiscal year in which the Act takes effect, the total funding "...shall be no more than 65% 
of the amount of total funding for the Department of Commerce in the fiscal year in 
which this Act takes effect." Again, this is the NPR "amputation without diagnosis" 
approach to which many have objected so strenuously. 
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It is my view that a number of the provisions found in H.R. 1756 unnecessarily 
complicate the termination process, a process which is complicated to begin with. 
If the Congress should decide to move forward, I believe these provisions would need 
to be modified in the interest of reducing time, costs, confusion, and disruption of 
service. 

The above comments should not be interpreted, however, as constimting a judgment that 
the bill should be rejected or that the Commerce Department should be retained. It is my 
understanding that this Committee is not asking for an opinion on whether abolishing the 
Department should, or should not, take place. Further, if such an opinion were called 
for, much more background information would be needed before rendering one. 

Finally, despite my reservations about many of the proposals that have circulated in both 
the executive and legislative branches of our government, 1 am pleased that the structure 
and operation of the federal government is receiving so much attention. I should like to 
congratulate you. Chairman Horn, and the other members of this Subcommittee and your 
hard-working staff, for your thoughtful approach to these issues. 
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Mr. Horn. Thank you very much. 

I’d like to include at this point in the record the statement of Mr. 
Charles F. Bingman, professor of the George Washington Univer- 
sity on the issues before us. Dr. Bingman is also a member of the 
National Academy of Public Administration, so that will be in the 
record at this point. 

[The prepared statement of Mr. Bingman follows:] 



284 


TESTI?'ONY OF CHARLES F. BINGMAN 
PROFESSOR, THE GEORGE WASHINGTON UNIVERSITY 


Chairman Horn and Members ot the Subcommittee 

My name is Charles Bingman, and I am currently a professor of public 
administration at the George Washington University, and a consultant on government 
matters in the U S and in other countries 

I am appearing on behalf of the National Academy of Public Administration As 
you know, the Academy is an independent, nonpartisan, nonprofit organizations chartered 
by the Congress to identify emerging issues of governance and provide practical assistance 
to federal, state, and local governments on how to improve their organization, 
management, and policy formulation. My remarks however, are based primarily on my 
own 40 year experience in the federal govemmem including senior positions in NASA, the 
Office of Management and Budget, the Department of Transportation, and the White 
House staff In 0MB I served five years as the senior OMB official in charge of 
government reorganization matters. 

During these years, I actually helped abolish several federal agencies (Office of 
Emergency Preparedness, Peace Corps, VISTA, OEO, and the Atomic Energy 
Commmission). -- the old Atomic Energy Commission Most of my work in 
reorganization however involved acts of creation — the Consumer Product Safety 
Commission, the Energy Research and Development Administration, EPA, the Drug 
Enforcement Administration, ACTION, the Commodify Futures Trading Commission, 
and several others. 

It is a sign of the political times that we are here today discussing the termination 
of an entire cabinet department — the Department of Commerce This is an almost 
unprecedented action for the U. S government to consider — we have to go back to 1973 
when the Post Office Department was converted to the Postal Service to find the last 
example. But it is my understanding is that I am not here to address whether the 
Department of Commerce should be abolished, or how to dispose of the department's 
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bureaus or programs Rather, I have been asked to comment on how such a 
reorganization can most effectively be accomplished, and on the feasibility of the proposed 
Commerce Programs Resolution Agency (CPRA) defined in HR 1756 
ABOLITION IS A POLITICAL RESPONSIBILITY 

First, let me say that the proposed CPRA is not the key to abolition of the 
Departmem. In fact, it is irrelevant unless and until the Congress solves the politics of 
deciding if the department should be abolished, and how the various elements of the 
department are disposed of Said another way, the abolition of the department is an 
intensely political problem which must be solved first before the method of disposition has 
any meaning. The CPRA cannot serve as a political tool but only as a managerial tool to 
execute the decisions of Congress in a stable and effective manner. If the substantive 
elements of H R. 1756 are only partially enacted, it would be better to keep the current 
Department structure aitd authority intact as the vehicle for the resolution of unsolved 
political decisions 

But assuming the entire intent of H R. 1756 is enacted, the Congress still has some 
options as to how its will can be executed: 

1. It could keep the Department structure for a defined and limited period as the 
instrumem for implementation For this purpose. Congress could reenact a modem 
version of the Reorganization Act of 1949 (frequently extended umil 1984). Under such 
an approach, the Secretary through the President, could submit specific Reorganization 
Plans which are "set pieces" which could be voted up or down by the Congress within a 
statutorily limited period of time, but could not be changed in substance The 
Reorganization Plan approach has been used many times in the past to create agencies, to 
break out organizations as independent agencies, to abobsh organizations, or to transfer 
them from one organization to another. I recognize that reenactment of the 
Reorganization Act is a separate political debate, but a special form of that authority could 
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well be placed in H R 1756 to give both the President and the Congress a greater degree 
of control over each specific organizational action 

2 The innovative approach of the Commerce Programs Resolution Agency is 
feasible and could be made to work with certain understandings behind it 

3 The Congress could assign the follow-up implementation role to the Office of 
Management and Budget, giving it a specific legislative mandate to carry out this task. In 
the past, 0MB has often performed this organization termination role. However, the 
recent decline of OMB's management capability, and the elimination of it separate 
management organizations has probably reduced its ability to perform this kind of fiinction 
now. 

In the long run, if we look beyond the immediate proposal for the Department of 
Commerce, I believe that the most compelling thing that the Congress could do would be 
to reenact Reorganization Plan authority for the President. This would restore to the 
President and his agency heads the capability to initiate reorganization proposals anywhere 
across the whole government, and not just in this single department. 

In the short run, the CPRA is the most forcefiil of the political choices. It 
deliberately breaks up the current department and creates a new entity, presumably fireer 
from old alliances and pressures, charged only with the stewardship of the departmem's 
afi^s up to their final disposition. 

ABOLITION IS A MANAGEMENT PROCESS 

Again I emphasize that the CPRA cannot and will not work if it is left with a lot of 
umesolved political conflicts. CPRA will work only if it is given the management role of 
directing abolitions and transfers of programs as effectively and dispassionately as 
possible 

Even this role will not be easy. Some of the clientele interests which have been served by 
the Department of Commerce may still want to jockey for position in the three year period 
of CPRA's functioning. 



287 


Let me further emphasize my main concern with the CPRA idea If the 
Administrator of CPRA thinks that the only job of the agency is to supervise the 
terminations and transfers, CPRA will be worse than useless All of the suborganizations 
of the Commerce Department must be manag ed during the transition period The public 
does not deserve and should not be forced to accept a great big three year "black hole" of 
confusion, inaction, and bumbling during this close out period Legislation can mandate 
the placement of functions, and authorize the needed technical authorities, but it can't 
keep the public programs afloat. Decisions must continue to be made Grants or 
contracts must be let or terminated or supervised. Regulations must be enforced. The 
leadership of CPRA must be composed of skilled executives and managers who can take 
the necessary action to keep each organization as productive as possible during what will 
surely be a confusing and painful experience. 

ABOLITION: THE QUICKER THE BETTER 

Perhaps one solution should be to reconsider the three year period itself 1 
understand that the bill drafters want to allow sufficient time for this whole complex 
process to unfold, and I respect that intent But it is also true that the major elements of 
toe department are very different in character, and therefore different time frames may be 
feasible for each reorganization action. I strongly recommend that the legislation language 
be changed to require the Administrator to propose time tables for each organization 
action, with each action completed "as quickly as possible, but in no event later than two 
years after enactment ” In this light, it seems to me that: 

a. Terminatioas can be completed most rapidly, subject only to the human 
resources management issues discussed below. 

b. When elements of Commerce are to be transferred to another stable 
department or agency, the capacity of the receiving organization to absorb the new 
responsibilities must be considered and wilt effect the pace at which the transfer can be 
accomplished The Administrator of CPRA must work in a "joint venture" partnership 
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with these receiving organizations, and it would be unwise to force unilateral action except 
in cases of either foot dragging or indecision 

c In cases where independent agencies are being set up, the pace of separation 
could be very rapid, since it would be led by existing management with high motivations 
for effecting the separation as cleanly as possible 

d Once the bulk of the "heavy duty" work has been done by CPRA, it would be 
possible to transfer some of the residual cleaning up of the distribution of assets, the 
realignments of budgets, the legal shifting of contract or grant responsibilities to the 
oversight of 0MB, assisted by the OflSce of Personnel Management and the General 
Services Administration 

ABOLITION REQUIRES A HUMAN RESOURCES OBUGATION 

Finally, there is one area of H R. 1 7S6 which needs serious upgrading. The bill is 
all but silent about the fate of the employees of these agencies. While making certain 
provisions for the disposition of executive positions, it says nothing about the rights of the 
bulk of employees who should not become the "victims" of a reorganization over which 
they have no control I strongly recommend the following kinds of provisions, many of 
which have been used in previous legislation dealing with reorganization: 

a. Some form of "hold harmless* clause should be drafted which provides that no 
employee shall lose his/her job solely as a resuh of the reorganization. This protection 
may be for a limited period — perhaps one year — after the effective date of transfer This 
does not guarantee perpetual employment after that date; it is only intended to let the new 
agency leadership sort out how to absorb these employees, and plan any cutback, 
consolidation of functions, or second level reorganizations that may be required. This is 
not a suggestion to avoid personnel reductions. It is only a plea for Congress to provide 
some decent employee protection, and to guarantee the time for careful agency personnel 
management planning to take place 
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b In this vein, a requirement to cut back the funding levels every element of the 
current Department of Commerce by a uniform 25% would not make much sense, and 
some elements of the department warrant greater cuts than others, and the 25% reductions 
can have far worse staffing implications in some organizations than others Thus, 1 hope 
that the language could be made clear that the 25% is either a target, or if a firm mandate, 
that it applies only to the total budget and employment of the whole department The 
CPRA Administrator should be given a lot of latitude in determining how a gross number 
of 25% can be achieved, recognizing that terminations may solve most of this problem in 
itself, 

c. Employees should be guaranteed no loss of grade or rank for a period of one 
year following enactment, solely as a result of a reorganization action imposed on them for 
the good of the government Again, once the transfers are complete, agencies should be 
free to make any accommodations of staff grades and positions consistent with good 
management, afrer the one year protection period 

d. For those employees whose functions are terminated, they should be given 
something like a 60 day grace period to seek other work In fact, the CPRA statute 
should authorize the CPRA Administrator to develop - and seek funds for -- a special 
outplacement assistance program to aid employees whose functions are abolished. 

e CPRA itself will have staffing problems. Many of the skilled professionals it 
could use from the present Department of Commerce staff will be transferring or "bailing 
out" The CPRA Administrator should be given a special "first option" to transfer people 
to CPRA at least temporarily during its existence, subject to the agreement of the agencies 
where they will be permanently assigned In addition, CPRA should be given authority to 
request the assignment of employees of other departments and agencies on detail 
assignments to fill key gaps in its skill base. H R 1756 already contains provision for 
CPRA to use contract services 
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In summary, Mr Chairman, the CPRA approach can be made to work if the 
Congress recognizes the essential managerial nature of its role, and equips it with the 
necessary authority and resources to play that role effectively It is not, however, a 
guaranteed success pattern unless it continues to get strong Congressional and White 
House support in carrying out its very complex and difficult role 
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Mr. Horn. Now, to get to our next witness is Raymond J. 
Keating, chief economist. Small Business Survival Committee, 
Washin^on, DC. 

Mr. Keating. Mr. Chairman and members of the subcommittee, 
I thank you for inviting me here today to discuss the Department 
of Commerce Dismantling Act. Fm chief economist of the Small 
Business Survival Committee, a small business advocacy organiza- 
tion with over 40,000 members across the Nation. 

Let me start off by putting your minds at ease. In no way does 
the survival of America’s small businesses depend on the continu- 
ing existence of the U.S. Department of Commerce, despite what 
some Commerce Department supporters may tell you. 

For example, in a Small Business Survival Committee survey 
earlier this year, we found that 65 percent of small business own- 
ers saw the government as an opponent, with only 34 percent see- 
ing the government as a partner. While the Commerce Department 
may help a few select businesses, the other businesses and tax- 
payers who foot the bill see it as just another Federal Government 
program costing them money. 

In contrast, the dismantling of the Commerce Department could 
have a very significant positive impact on the entrepreneurial sec- 
tor of our economy. SBSC believes that the seemingly relentless 
trek toward a $2 trillion Federal Government must be stopped and 
reversed for our economic well-being. Eliminating the Commerce 
Department is an important early step in this process for three 
main reasons. First, as described in the report that I have which 
I’d like to also place in the record 

Mr. Horn. Without objection, it will be in the record at this 
point. 

Mr. Keating. The Commerce Department is a $3.6 billion de- 
partment filled with programs and endeavors that either would be 
better left to the private sector, for example, economic development 
programs, technology investment, or simply should be moved to 
other Federal departments, for example. Patent and Trademark Of- 
fice to the Justice Department. 

Second, the Commerce Department hands, as an example of the 
grand delusion, if you will, of government’s powers and abilities. If 
America’s small manufacturers relied on a government program for 
up-to-date strategies and technologies, and exporters depended on 
Commerce Department bureaucrats to sell their wares, as Com- 
merce Secretary Brown recently asserted at the White House Con- 
ference on Small Business, if that were the case, our economy 
today would be a Third World basket case. 

In reality, government doesn’t possess the proper knowledge and 
incentives to be picking industry winners and losers, nor should 
taxpayer dollars be placed at risk in such futile endeavors. As for 
expanding U.S. exports, the Federal Government’s role should be 
centered on lowering trade barriers and in terms of boosting eco- 
nomic growth. The economy would be far better served if taxes 
were cut, boosting incentives to work, invest and take risks, and 
the Commerce Department terminated. 

Third, if you’re going to cut spending across the Federal budget, 
which we at the Small Business Survival Committee certainly urge 
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Congress to do, then it makes sense to start with the easy cuts. 
And believe it or not, the Commerce Department is an easy cut. 

SBSC supports the idea of the Commerce Programs Resolution 
Agency, being given a set time period in which to dismantle the 
Commerce Department and then terminate its own operations. 
While not offering specifics in terms of budgets and resources for 
CHRA, we assume it would be a lean entity operating on a portion 
of the savings from the immediate cuts in Commerce Department 
programs. 

The Small Business Survival Committee does offer a few prin- 
ciples that should govern the Commerce Department termination 
process. First, the goals and mission of the CPRA should be clear- 
cut from the beginning. Second is Congress should be strict with 
its time limitation on the CPRA and try not to leave any door ajar 
for extensions. Indeed, we urge you to more closely examine wheth- 
er 3 years are actually necessary to cut out — ^to undertake this full 
termination process. 

It seems rather lengthy. After all, it does not take a business 
that was sunk by high taxes and excessive regulations that long to 
close its doors. To ensure that the CPRA remains a temporary en- 
tity that does not turn into a permanent bureaucracy, SBSC sug- 
gests that its duties be contracted out to a private firm specializing 
in organizational overhauls and business downsizings. 

The firm’s performance would be reviewed regularly while under 
contract, and indeed Congress could offer incentives to speed up 
the process of closing the doors of the Commerce Department in 
order to save taxpayers additional dollars. The CPRA should be 
viewed neither as an extension of the Commerce Department or as 
a new agency. It really should be viewed as a temporary transition 
team to shut down the Commerce Department. 

In closing, I would just urge you to be bold. Vast majority of 
America’s entrepreneurs and taxpayers see a clear need for reduc- 
ing government’s role in the economy. Eliminating the Commerce 
Department should be the beginning of the downsizing of the Fed- 
eral Government. Thank you again for inviting me here today and 
I will be certainly glad to answer any of your questions. 

[The prepared statement of Mr. Keating follows:] 
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Small Business Budget Watch 

A special publication of the Small Business Survival Committee 


"The United States already has 
an 'industry-driven' process to 
promote cony)etitrveness. It is 
called the private marketplace.” 

* Monay Weidenbaum, Center 

for die Study of American 
Business, as quoted in 
Investor's Business Daily, 
July 25. 1995 

U.S. Senate Majority Leader 
Bob Dole referred to the 
Commerce Department as "the 
basement of the Federal bureau- 
cracy.” 

• As repoted by The New York 

Times, July 26, 1995 

"Business subsidy programs 
cost federal taxpayers more than 
$85 billion annually and the 
dollar amount has been growing 
substantially in recent years.” 

• Stephen Moore and Dean 
Stansel ‘'Ending Coiporate 
Welfare As We Know It." Uie 
CATO Institute. May 12, 1995 

Farmer Commerce Secretary 
Robert Mosbacher recently 
r^erred to his old department as 
"nothing more than a hall closet 
where you throw in everything 
that you don’t know what to do 
with.” 

• As reported by Karen 
Kenigan, SBSC President, 
Washmg0n Business Journal, 
July 21-27, 1995 


August 1995 

First Step Toward Budget Sanity: 
Eliminate the Commerce Department 

by Raymond J. Keating 
Chief Economist 

Small Business Survival Committee 

In fiscal year 1995, the U.S. federal government will spend 
an estimated $1.52 trillion. By the year 2000, President 
Clinton’s budget would see total outlays reach $1.91 trillion. 
Even the more frugal House of Representatives Concurrent 
Resolution on the Budget - Fiscal Year 1996 calls for spending 
to rise to $1.78 trillion by 2000. 

This seemingly relentless march toward a $2-trillion federal 
budget needs to be halted. The United States should be moving 
in the opposite direction — downsizing the public sector and 
freeing up resources for productive, private-sector ventures. A 
public-sector retreat - making room for substantial tax cuts - 
will allow the private sector and entrepreneurship to advance. 
Real spending reduction means reversing course toward a $1- 
trillion federal government. 

Despite the cries from big-govemment and special-interest 
circles, much can be cut from the U.S. federal budget. The 
Department of Energy, Department of Education, Department 
of Housing and Urban Development, Department of 
Transportation, the Small Business Administration, bloated wel- 
fare programs, and so many other areas of federal largess offer 
fertile ground for savings opportunities through considerable 
downsizing or outright elimination. As the first major step, per- 
haps no other department deserves to be dismantled more than 
the U.S. Department of Commerce. 
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The Grand Delusion. Supporters of the Commerce Department, most prominently 
Commerce Secretary Ron Brown, claim that the department serves taxpayers and the economy 
well by increasing U.S. exports, seeding new technologies, and boosting economic growth. 
Secretary Brown recently declared: “The work of this department is essential to the economic 
growth and well-being of this country.”' The Secretary even asserted at the White House 
Conference on Small Business on June 13, 1995 that the Commerce Department leveraged a 
“$250 million export promotion budget into $25 billion in overseas sales.” He also declared that 
an end to the Department’s Manufacturing Extension Project would leave “America’s 380,000 
small manufacturers, with nearly twelve million employees, without accessible and supportive 
local extension programs providing up-to-date strategies and technologies.” 

Such declarations are, to say the least, most difficult to believe. After all, if America’s small 
manufacturers relied on a government program for “up-to-date strategies and technologies” and 
exporters depended on Commerce bureaucrats to sell their wares, our economy today would be a 
third-world basketcase. Brown and other Commerce Department proponents fall prey to the 
grand delusion of industrial policy. 

In reality, government does not possess the proper knowledge and incentives to be picking 
industry winners and losers; nor should taxpayer dollars be placed at risk in such futile endeav- 
ors. As for expanding U.S. exports, a productive role for the government is limited to lowering 
trade barriers. The Commerce Department should not be acting as the international marketing 
department for certain American businesses, with taxpayers, including other businesses, footing 
the bill. And in terms of boosting economic growth, the economy would be far better served if 
taxes were cut - boosting incentives to work, invest, and take risks -- and the Commerce 
Department terminated. In the end, individuals buying, selling, creating, and investing in the 
marketplace always work better than government bureaucrats pushing paper and spending tax- 
payer dollars. 

In addition to its bankrupt industrial-policy mission, the Commerce Department also serves as 
a “catch all” federal department. It houses large governmental undertakings that have absolutely 
nothing to do with “commerce,” such as the Bureau of the Census and the National Oceanic and 
Atmospheric Administration. 

Commerce Budget. The taxpayeks’ price tag for the Commerce Department is by no means 
cheap. Federal outlays for the Commerce Department in 1995 are estimated at $3.6 billion. 
Figure 1 shows Commerce Department outlays since 1980 and Clinton Administration estimates 
for 1995 through 2000. 

Dismantling the Commerce Department The U.S. Department of Commerce offers a clear 
opportunity to save taxpayer dollars. The Commerce Department should be closed, with most of 
its duties terminated or privatized, and the remaining moved to other departments. 

• The Bureau of the Census and all other economic and statistical analysis functions at the 
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Commerce Department, at the 
very least, should be moved 
into an independent statistical 
agency, along with other statis- 
tical and data-collection func- 
tions undertaken by the federal 
government. 


However, Jim Miller, former 
budget director under President 
Ronald Reagan, offers an 
intriguing alternative for the 
Bureau of the Census. He 
notes that while the 
Constitution requires a popula- 
tion census every 10 years, it does not say a government agency has to perform it. Why not con- 
tract it out to a private firm?r 

• All economic development, travel and tourism, and technology programs should be privatized 
if possible, or otherwise terminated, including the Economic Development Administration, the 
Minority Business Development Agency, the U.S. Travel and Tourism Administration, 
Technology Administration, the National Technical Information Service, the National Institute of 
Standards and Technology, and the National Telecommunications and Information Agency. 

• End the federal government’s roles as international marketing department for multinational 
firms, and a center for raising protectionist trade barriers against foreign goods. The 
International Trade Administration should be closed. 

• Legitimate trade activities - such as negotiating, implementing, and enforcing free-trade 
accords -- should be moved to the Treasury Department The Bureau of Export Administration, 
though, with its responsibility for overseeing the export of goods that could impact national 
security, should be moved to the Department of Defense. 

• The Patent and Trademark Office should be shifted to the Justice Department 

• As for the National Oceanic and Atmospheric Administration (NOAA), much of this $2-billion 
behemoth should be privatized, with remaining dudes shifted to other departments. For exam- 
ple, the largest part of the NOAA’s budget goes toward the National Weather Service. Heritage 
Foundation economist Joe Cobb reports that roughly 300 private companies prepare and dissem- 
inate weather forecasts, with 85 percent of the American public receiving its weather forecasts 
from private meteorologists and for-profit companies. The opportunity for substantial privatiza- 
tion is at hand. 


Ftgura 1: U.S. Dipertmant of Commarca 
Outlays, 1980-2000 - Clinton Administration 
Budgot Plan for Vaara 1996-2000 
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A Revolution Needs Real Commitment. The Republican Congress is sending out mixed 
signals on the Commerce Department. Some only want to cut the Commerce budget, but leave 
the department in tact. Others want to replace the Commerce Department with another, smaller 
cabinet-level agency, such as a Department of International Trade. These half-measures should 
be abandoned. 

If our federal elected officials are serious about downsizing government, then the Commerce 
Department truly must be eliminated. An inability to make the easy cuts - like eliminating 
Commerce - would bode ill for the more politically difficult, but clearly necessary cuts down 
the road. House Speaker Newt Gingrich and Majority Leader Dick Armey issued a statement on 
July 26 declaring their ‘Tirm commitment to incorporate the [Commerce Department] disman- 
tling legislation into the reconciliation bill.”> 

This commitment to eliminate Commerce needs to be unequivocal if we are ever to bring 
some sanity back to the U.S. federal budget. Otherwise, failure to kill the Department of 
Commerce would signal severe weakness and perhaps the end of a shortlived revolution. 


End Notes 

1. As reported by Ted Bunker; “Do We Need a Commerce Dept.?”, Investor's Business Daily. 
July 26, 1995. 

2. Ibid. 

3. As reported by the Bureau of National Affairs, July 27, 1995. 
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Mr. Horn. Thank you very much. We now go to our second to 
the last witness. Robert L. McNeill is executive vice chairman of 
the Emergency Committee on American Trade, otherwise known as 
ECAT, long before E-mail. I see you’ve been in existence almost 
three decades. 

Mr. McNeill. Mr. Chairman, by way of introducing myself, if I 
have a talent, it is extending the duration of emergencies. ECAT, 
the Emergency Committee for American Trade, was formed in the 
fall of 1967, with the explicit promise by the then chairman, Arthur 
Watson, of IBM, that tMs indeed would be an emergency commit- 
tee; and for those who chose to join, it would be out of business in 
a period, I think, of 3 months. They made the mistake of bringing 
me on board and I have been able to continue the emergency for 
the past 28 years. 

Mr. Horn. I’d merely say, hearing that story, that it shows that 
business is no different than government. Because if you will re- 
member, we had a lot of emergency agencies from the First World 
War and temporary buildings we were not rid of until the Nixon 
administration. 

Mr. McNeill. Right, we have that commonality. Mr. Chairman, 
the members of my group are large U.S. headquartered corpora- 
tions who do very extensive business overseas. They employ around 
5 million persons and they have annual worldwide sales of approxi- 
mately $1 trillion. Their economic vitality and well-being indeed is 
dependent on active participation in the global market. 

We have looked at the Commerce Department dismantling pro- 
posal, and while we applaud the initiatives inherent in the effort 
to eliminate or downsize functions that are not needed or are dupli- 
cative, one or the other, we are not convinced in the case of many 
parts of the Commerce Department that those tests are met in the 
dismantling legislation. 

We are not competent in our organization to make comments 
about the parts of the ddsmantling bill, since our competence is fo- 
cused in the international economic area. We would, therefore, like 
to limit our comments to the functions that are performed by the 
Department of Commerce in the international economic arena. And 
here we are very supportive of those functions, particularly those 
that are performed in the International Trade Administration and 
in the Bureau of Export Administration. Our basic recommendation 
is that the functions performed by those two bureaus be put to- 
gether in an agency at the cabinet level that will represent the 
business community, and give the business community in the cabi- 
net room a point of advocacy, just as the representatives of labor, 
agriculture and others, and indeed the business community cur- 
rently has. 

We very strongly feel the need of a central point of advocacy for 
the business viewpoint. We would be very unhappy, for example, 
were the Cabinet to discuss collective bargaining statutes and not 
have present a Cabinet Officer wearing the hat of the business 
community so that the business point of view could be expressed. 

In specific terms, the dismantling proposal would eliminate two 
functions of the International Trade Administration that really are 
essential and important to the business community, functions that 
are not performed in any other department or agency of the Fed- 
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eral Government. I have in mind the Office of International Eco- 
nomic Policy, which is the only place in the government where 
there is reposited the intemation^, economic, and commercial in- 
formation, by country and by geographic region. 

The International Economic Policy Office in the Commerce De- 
partment is the part of the Department that has the regional coun- 
try desks, the re^onal desks that are very important. I as a user, 
for example, of information from the government, if I am doing 
work on India or Latin America, it is the desk official in the De- 
partment of Commerce that I turn to. I don’t turn to desk officers 
in the State Department, because their knowledge is different than 
that of the commercial desks in the Commerce Department. 

Similarly, we are opposed to the elimination of the Trade Devel- 
opment Office in the Commerce Department. This group used to be 
called the Business and Domestic Services Administration many 
years ago. It is the heart of the domestic part of the Commerce De- 
partment. It has reposited in it the industrial knowledge and ex- 
pertise for the whole government. We require that information in 
trade negotiations. We would be very much opposed to seeing it 
eliminated. 

Similarly, we are opposed to some of the other transfers from the 
International Trade Administration to the U.S. Trade Representa- 
tive and elsewhere. On the Bureau of Export Administration, we 
would be terribly dismayed if the business community were that 
Bureau to be transferred to either the State Department in the 
case of the House budget resolution, or the Defense Department in 
the case of the Senate. 

The Commerce Department represents the interests of the busi- 
ness community in the administration of our export control law. It 
provides a counterbalance to the Defense Department, whose inter- 
est is national security, appropriately, and a coimterbalance to the 
State Department, which admnisters munition controls, whose 
viewpoint is different than that, in many instances, from the busi- 
ness community. We would truly be dismayed were the Bureau of 
Export Administration to be transferred as proposed. The business 
community’s viewpoint would be lost. We believe that exports could 
be very considerably stifled and the U.S. economy accordingly hurt. 
Thank you for your patience. 

[The prepared statement of Mr. McNeill follows:] 
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STATEMENT OF ROBERT L. McNEILL, EXECUTIVE VICE CHAIRMAN, 
EMERGENCY COMMITTEE FOR AMERICAN TRADE 
BEFORE THE COMMITTEE ON GOVERNMENT REFORM AND OVERSIGHT 
SUBCOMMITTEE ON GOVERNMENT MANAGEMENT, INFORMATION, 
AND TECHNOLOGY HEARING ON 
DEPARTMENT OF COMMERCE DISMANTLING ACT 


Wednesday, September 6, 1995 

I am pleased to be here today to present the position of the Emergency 
Committee for American Trade (ECAT) on proposals to eliminate the Department 
of Commerce. 

The members of ECAT applaud the ongoing initiative to downsize 
government. Where there is unnecessary duplication or lack of purpose for a 
governmental function, we would favor downsizing. Such is not the case, however, 
with respect to proposals that would eliminate or transfer to other agencies 
functions currently performed by the International Trade Administration (ITA) 
and the Bureau of Export Administration (BXA) of the Department of Commerce. 
ECAT rather recommends that these functions be retained together in one Cabinet- 
level department 

ECAT has neither the experience nor competence to comment on proposals 
that would eliminate or transfer to other agencies or departments the non-trade 
functions of the existing Department of Commerce. ECAT’s 28-year focus has been 
on foreign trade issues. 

ECAT’s approximately 60 members are all U.S.-headquartered firms with 
extensive international business interests. Their annual worldwide sales are over SI 
trillion. They employ about 5 million workers, and they account for a substantial 
portion of total U.S. exports. They operate facilities in every state and in nearly all 
435 congressional districts. ECAT member firms purchase tens of billions of dollars 
of materials and supplies for their manufacturing and other activities from tens of 
thousands of small and medium-sized firms throughout the United States. 

Among the reasons for EC.LT’s recommendation that the functions of the 
International Trade Administration (ITA) and Bureau of Export Administration 
(BXA) be retained together in one Cabinet-level department is the need for the U.S. 
business community to have a clearly designated advocate of its views and interests 
at the highest level of government, just as it historically has had and just as all other 
major sectors of the U.S. economy have in such Departments as those representing 
labor and agriculture. The business community believes it appropriate and 
necessary that when foreign trade issues or other issues vital to the business 
community such as collective bargaining statutes are discussed by the President with 
his Cabinet that there be a designated Cabinet officer representing the business 
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community at the Cabinet table. Absent a business voice being heard, the interests 
of the U.S. business community and, therefore, the U.S. economy could be damaged. 

In recent years the International Trade Administration (TTA) has become 
increasingly effective in promoting U.S. foreign commercial interests. Its Office of 
International Economic Policy that has been recommended for elimination contains 
the country and regional “desks” that are the repository of commercial information 
for the government as a whole as well as for the business and other private sector 
communities. 

Similarly, the Trade Development function of the ITA which is also 
recommended for elimination is the federal government’s repository of industrial 
knowledge and expertise. U.S. trade negotiators, for example, receive basic 
information about U.S. industries from Trade Development officials. Without this 
expertise, U.S. negotiators could unknowing conclude bargains harmful to U.S. 
industries and their employees. While industrial information is available from the 
private sector. Trade Development industrial experts provide a valuable filter for 
such information and are better able to relate such information to government 
programs and the overall national interest 

The proposals to transfer the foreign responsibilities of the U.S. and Foreign 
Commercial Service as well as the Import Administration that administers 
Commerce’s responsibilities under the antidumping and countervailing duty 
statutes to the Office of the United States Trade Representative (USTR) would 
substantially transform the character of USTR from a trade policy staff for the 
President to a line agency. We believe that this would be extremely unwise. 
Administering these unfair trade statutes would substantially politicize USTR and 
undermine its valued “honest broker” role in reconciling differing departmental 
positions in the conduct of U.S. trade policy on behalf of the President. 

We also are opposed to transferring the Bureau of Export Administration 
(BXA) to the State or Defense Departments. In the overall administration of U.S. 
export controls, BXA considers the interests of the business community in the 
context of enhancing the national security. The Defense Department basically 
reflects national security interests and the State Department basically reflects 
foreign policy interests. From time to time these interests come into conflict and 
their resolution is via an interagency process where all sides are heard. We find this 
process far preferable to transferring the BXA to the State or Defense Departments 
where the interests of the business community could be substantially diluted in the 
administration of U.S. export control policy. 

As can be expected, ECAT and others in the business community are not 
wholly satisfied with the administration and policies of the International Trade 
Administration (ITA) and the Bureau of Export Administration (BXA). Frustration 
and disappointment with their activities are not uncommon. As in ail institutions. 
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there is room in these agencies for improvement through better organization and 
administration. Nevertheless, ITA and BXA are of great importance and value to 
the business community and to our national ability to export They represent a 
central point of business advocacy in the Administration and they perform functions 
not duplicated elsewhere. AVe urge that they be placed together in a Cabinet-level 
department in the interests of the business community and the U.S. economy as a 
whole. 
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Mr. Horn. Thank you very much. And our last witness on this 
panel, and I’m glad you could make it on such short notice, is Mr. 
Jeffrey Smith, who is the executive director of the Commercial 
Weather Services Association. You’ll bring a unique perspective to 
this of the possibilities of privatization. So we’re anxious to hear 
your testimony. 

Mr. Smith. Right, I am happy to say that I represent many of 
the entrepreneurs who are concerned about the national debt and 
creating jobs from a somewhat different perspective. 

I am here to talk about the single largest component of Com- 
merce, which is NOAA. Our members, which are commercial 
weather forecasting companies, have grown since World War II, 
creating new jobs in an industry of approximately 300 to 400 com- 
panies. 

Our companies range from 2 to 270 employees. Our association 
members encourage the committee to move forth with the Com- 
merce Programs Resolution Agency, CPRA, by shedding non- 
essential government functions. We’re not talking about contracting 
out here. We’re not talking about public-private partnerships. But 
we’re really talking about is allowing entrepreneurs to create jobs 
without interference from the government. 

I’m interested when I hear that Commerce is an advocate for 
business. Our industry’s experience, which again grows approxi- 
mately 10 percent per year, we found that often NOAA and Depart- 
ment of Commerce uses taxpayer dollars to compete against our in- 
dustry. And in fact, Mr, Chrysler is one of the cosponsors of H.R. 
1450, which would end that competition in the certain areas of ag- 
riculture, fruit frost and aviation. 

But as our industry has grown, NOAA has grown even more. It’s 
gone from about $1.3 billion to $2 billion this year, 50 percent in- 
crease in the last 5 years. We believe that this can be changed and 
we urge the bill to go even farther than it does, to consolidate, to 
privatize, and to eliminate overlap in the Department of Com- 
merce. 

The first step is to define the Weather Service’s core mission, 
which is the single largest part of NOAA. We heard a lot on the 
panel this morning about how essential the Weather Service is, 
which certainly its infrastructure is, but many may not be aware 
that the Weather Service operates under a statute from 1890, over 
105 years ago. And that statute has remained virtually unchanged 
in over 100 years. 

There have been studies that have basically been ignored by the 
agency over the past few years. The most notable is the Booze 
Allen and Hamilton study of 1983, which defined the core mission 
of the Weather Service as operating a data infrastructure, operat- 
ing computer modeling, and doing emergency warnings of severe 
weather, the hurricanes and the like, and general public forecast- 
ing. 

The noncore activities that the Weather Service currently under- 
takes are industry-specific weather forecasts in products, company 
and user-specific forecasts, and some public forecasts. What I’m 
ur^ng is for the committee to consider, along with CPRA, to re- 
quire the government to focus on its core mission and allow the pri- 
vate sector to provide those services outside that core mission. 
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In appendix 1, I give a graphical illustration of how this exactly 
would work. This has already been done in the 1996 NOAA author- 
ization bill, which is marked up by a committee that this bill will 
be referred to, the House Science Committee. It’s in the NOAA au- 
thorization bill to change this 105-year old anachronism. We urge 
this committee to consider encompassing those ideas. 

Step two, privatize all noncore weather services. I mentioned 
some of the services that have already been proposed in H.R. 1450. 
I have five pages of single-spaced text examples in my appendix. 
I give examples of where the government, the so-called advocate for 
business, competes against small business. 

Our average member has about 10 or 12 employees, so they’re 
true entrepreneurs. So we believe that there’s a large area for pri- 
vatization. Even the Clinton administration this year identified $47 
million as potential privatization, but has moved forthwith only 
$3.3 million. So even if you just take the Clinton administration’s 
number, they are not even 10 percent there yet. 

Third, consolidate the overlapping structures of the Weather 
Service. That should be done in H.R. 1756, we believe, because the 
modernization program is an important part of the Weather Serv- 
ice and that should be looked at. 

Finally, promoting better public access to weather and data infor- 
mation will provide more jobs in the private sector. 'This committee 
in the Paperwork Reduction Act encouraged that, and we encour- 
age the issue of user fees and some of the others to be resolved so 
that those are only at the marginal costs of dissemination and do 
not compete with the private sector. Thank you for this oppor- 
tunity. 

Mr. Horn. Thank you very much for your testimony. I now yield 
to the author of the legislation before us, Mr. Chrysler, for ques- 
tioning. 

Mr. Chrysler. Thank you, Mr. Chairman. I’ve got a number of 
questions. I may not get through all of them in the first 5 minutes. 

You know, Mr. Ink, I would like to commend you. Certainly, I 
think all Federal departments should have at the basis for their 
mission to eliminate themselves. And so the fact that you presided 
over one of those, I congratulate you. You know, if we had a wel- 
fare system that said, gee, we’re going to put together a program 
that’s going to abolish welfare in this country, wouldn’t that be a 
great Federal agency to have? 

And I would love to have been here 23 years ago under a Repub- 
lican President, of course with a Republican Congress, to preside 
over the dismantling of the Department of Commerce. I was listen- 
ing to Don Bonker, who is a former Member of Congress, testifying 
today in another committee that said he had looked at dismantling 
the Department of Commerce back when he was a Congressman, 
and they had a budget of $166 million. 

This one, today, has about a $4.2 billion a year budget, so it’s 
grown quite a bit. And I guess I would ask you, in your testimony, 
that you did this much quicker and we should act much quicker 
than 3 years. 

Mr. Ink. But not the 7 weeks that I did. 
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Mr. Chrysler. But not the 7 weeks that you did, exactly. What 
do you think is a good timeframe in dismantling an agency of the 
size that it is today? I would love to have done it back then. 

Mr. Ink. I suggest in my testimony, in addition to the 6 months 
of preparation, which I happen to support, 1 year. Now, that 1 year 
does not mean that everytWng would be completed. There are au- 
dits that would continue on. There are contract disputes that would 
continue on, but those would be resolved by the receiving agencies. 
So I would not stretch out the timetable in order to try to encom- 
pass all the details that have to be wound up, which probably 
would last more than 3 years, in a few instances. 

Mr. Chrysler. In our studying of that department, in looking it 
over, it took about, from our best estimation, about 3 years to re- 
solve all the commitments that the Department of Commerce had 
made. You know, unlike in HUD, it would take about 30 years to 
undo all those commitments. But that’s why we came up with that 
6-month and then 2 y 2 -year period, is because that’s what we could 
see it would take to dismantle and to really wind up all the busi- 
ness commitments that the Commerce Department had. 

Mr. Ink. I can understand that timetable, but I would, as I say, 
recommend a somewhat shorter timetable, recognizing that there 
are some details such as audits and contract resolutions that may 
extend for 5 or 6 years. But you don’t maintain, as I see it, a care- 
taker agency to take care of all those minute details that will 
stretch out. 

Mr. Chrysler. Thank you. And, Mr. McNeill, you mentioned 
that you were receiving your agency — or your organization received 
information from the Commerce Department on the economic infor- 
mation of different countries. 

In my digging through this process and investigating some of 
these departments and agencies, we found that actually there was 
a department in the CIA that had the best information for eco- 
nomic conditions of literally every country in the world. Did you 
have any success in — or I guess what we’re saying is we’d like to 
be able to utilize some of that information, if it’s the best informa- 
tion we can get in government, and we’d like to be able to utilize 
some of that information in looking at what countries we should be 
going in for economic development and maybe which companies — 
countries we ought to be staying away. 

Mr. McNeill. Yes, I think that that’s laudable. As a consumer 
in the private sector, we don’t have access, of course, to the CIA. 

Mr. Chrysler. OK. 

Mr. McNeill. We don’t have that information. And with no in- 
tention of disrespect to the CIA, their economic intelligence is not 
always what you might call terribly accurate as in the earlier case 
of forecasting the demise or, if you would, the status of the Soviet 
economy. CIA information on that was not terribly reliable. 

Having said that, I was a government official in my earlier years. 
I wanted to hire a person to work on a desk in the Commerce De- 
partment. I was employed there many, many years ago, before Mr. 
Ink was in. And — in the government, I should say. 

Mr. Ink. That does go back a long way. 

Mr. McNeill. And I hired — I worked with the Bureau of Budget 
before he worked in the OMB. I went to the CIA and I hired a gen- 
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tleman who was working there to be the head of one of the county 
desks that I was responsible for. It is very true that CIA does very 
good work and has very extensive contacts abroad. I would hope 
that there is interaction between the Department of Commerce and 
the CLA in terms of sharing economic information. I believe that 
that would be the case. 

Mr. Chrysler. Do I have time for another question? 

Mr. Horn. Yes. 

Mr. Chrysler. Thank you. Mr. McNeill, if we created an agency, 
an Office of Trade, actually, under John Mica’s bill, which has been 
introduced as a companion bill to H.R. 1756, in which we would try 
to consolidate the 19 different departments of trade into an Office 
of Trade that would have a negotiating arm, an export arm and an 
import arm, and, of course, incorporating advocacy and licensing 
and those things in those arms. In talking with some of your mem- 
bers of the Emergency Committee for American Trade, they have 
said that they would like to be part of that, have some input into 
that, but they said that would satisfy certainly their concern over 
dism antli ng the Department of Commerce if they had a true Office 
of Trade that would make us competitive with our trading part- 
ners, like Japan and United Kingdom and France, Canada and 
other countries. 

Mr. McNeill. Mr. Chrysler, each Federal department has an in- 
terest that differs only in degree in international affairs. The Hous- 
ing and Urban Development Department, for example, has an Of- 
fice of International Affairs for cooperation and coordination with 
housing agencies, you know, aroimd the world, to share informa- 
tion, and frequently to improve the efficiency of our operation and 
those abroad. 

I was in the Kennedy administration at the time that the office 
of what was then called the Special Trade Representative was cre- 
ated. This, in an indirect way, is an answer, I believe, a partial an- 
swer to your question. 

I went over from the White House to the Department of Com- 
merce to work for the then Secretary of Commerce, Luther Hodges. 
In those days, the trade policy of the United States was bifurcated 
in terms of responsibility for its administration. At the staff level 
where the real work is done, the Department of State chaired a 
group that was then called the Trade Action Committee, and it was 
representative not of 19 agencies in those cases, but of all of the 
agencies that had an interest. That group in turn, when it devel- 
oped a reconunendation for a U.S. trade policy, fuimeled that rec- 
ommendation to the President through the 'Trade Policy Commit- 
tee, which was a committee of Cabinet officers chaired by the Sec- 
retary of Commerce. 

So on the one hand, you had the Secreta^ of Commerce with the 
ultimate responsibility for a recommendation to the President, but 
a recommendation developed at the staff level under the direction 
of the Secretary of State. 

There was a terrible contest in those days over U.S. trade policy. 
I went, as I said, from the White House to the Department of Com- 
merce at Mr. Hodges’ request, and the first day I was there I was 
invited into his office with all of the secretarial offices of the Com- 
merce Department, which then, sir, there was one Under Sec- 
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retary, four Assistant Secretaries, and about six Deputy Assistant 
Secretaries, as compared to the current organization. 

At that time we were writing the Trade Expansion Act of 1962, 
which gave the President authority to negotiate what was called 
the Kennedy Round of GATT trade negotiations in the 1960’s. The 
Secretary of Commerce, at the prodding of the then Under Sec- 
retary, was going over to talk to the President to have written into 
the Trade Expansion Act of 1962 his ultimate statutory responsibil- 
ity and authority for the conduct of U.S. trade policy, and he asked 
if I would square it — was then young, believe it or not, who had 
just come over, what do I think? 

And I said — ^this is the answer to your question — I said I thought 
it would be a terrible mistake because I did not think it appro- 
priate for the representative in the Cabinet of the business commu- 
nity to have ultimate responsibility for administration, coordination 
and negotiation of trade policy of a country who had a Cabinet, 
each member of which had an interest in trade policy. 

Out of that debate in 1962 flowed the creation of what I believe 
to be one of the more innovative government institutions and effec- 
tive institutions and that is the — ^what is now called the U.S. Trade 
Representative, then called the Office of the Special Trade Rep- 
resentative. And placing that organization in the Executive Office 
of the President gave it a Presidential perspective whereby they 
could take into account the interests of now the 19 agencies and 
come up with a resolution from the President’s perspective rather 
than the perspective of a line agency. 

And I think, therefore — a long answer to your question, verbose 
answer — that if you were to create a — say a department of trade 
per se in which you would fold the existing Departments of Com- 
merce and the USTR, that you qxiickly thereafter — and quickly 
might be 2 years, it might be 5 years, but I think it would be a 
fairly short period of time, that you would create again I believe 
in the executive office or in the White House itself a responsibility 
for the conduct and administration and development and negotia- 
tion of trade policy which we have in the USTR. 

So really, Mr. Chrysler, don’t believe that you can take from the 
19 agencies and put into one. I don’t think it would be administra- 
ble, and I think you v/ould leave departments bereft of responsibil- 
ities that they are liable to their constituents for, whether they be 
farmers, fishers or whatever else. 

Long answer, and I hope I didn’t obfuscate too much. 

Mr. Chrysler. Obviously only 4 percent of the Department of 
Commerce has anything to do with trade, 4 percent of their budget, 
and certainly they are not the lead agency in trade. And that is 
why, as we look at dismantling the Department of Commerce, as 
allegedly as it is called, the Office of Business, which of course if 
it were the Office of Business, it would, in fact, be supporting and 
advocating a balanced budget, capital gains tax, tort reform, regu- 
latory reform, all those things that businesses need in order to be — 
to produce their products at the best possible price. 

We have over $550 billion worth of regulation that has come 
down on American businesses, and the Department of Commerce 
is not advocating getting rid of any of those; and it makes us un- 
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competitive in global markets when we have to add those kinds of 
costs to our products. 

So I guess what I am tr 3 dng to do here with dismantling the De- 
partment of Commerce is giving us a better opportunity to compete 
worldwide and certainly to do something for business finally rather 
than being almost a — ^because even NOAA, which I would like to 
address to Mr. Smith next, even NOAA has become more of a regu- 
latory agency, more of an impediment to business in their areas of 
fisheries and things like that than any kind of advocate for busi- 
ness. 

Mr. McNeill. We in ECAT share everything you have just ex- 
pressed, Mr. Chrysler. 

Again, I want to come back to something that was asked earlier 
by Chairman Clinger before he left, and it has come up several 
times, and you sort of hinted at it here. 

As representative of the business community, I can give you a 
concrete example why we in ECAT believe that we need somebody 
sitting in the Cabinet representing business interests. Not too 
many years ago, the United States pursued policies to strengthen 
and maintain a strong United States dollar in terms of its ex- 
change rate with the Japanese yen, the German mark and other 
currencies. We indeed did have a ve^ strong dollar in those days. 
You could buy 360 Japanese yen for $1 compared to 96 and 97 yen 
today. 

But the consequence of that was that the strong dollar priced 
American exports out of the world markets — ^very, very significant 
reduction in our exports — as it strengthened, the dollar strength- 
ened. The Secretary of the Treasury at that time was very proud 
of the strong dollar. He thought it was an illustration of American 
strength and he was not amenable to making chamges in U.S. pol- 
icy in respect of the exchange value of our currency. 

The then Secretary of Commerce, Malcolm Baldridge, one of the 
more effective Secretaries, argued vehemently on behalf of my 
members and others like us who export that we needed a different 
approach. And indeed we ultimately got it, but it was through the 
advocacy of the then Secretary of Commerce that we were able to 
achieve a change in overall a(&iinistration policy under the control 
of, in this case, the finance secretary. So we would hate to lose 
that. 

Mr. Chrysler. I would contend that we have that with a guy 
like Alan Greenspan, people like that who are a good strong voice 
for stabilizing the dollar. 

Let me just 

Mr. Horn. If the gentleman would yield, I would like to pursue 
this dialog and close that out and then go to Mr. Smith, if that is 
acceptable. 

Mr. Chrysler. OK 

Mr. Horn. Let me get into the interests — ^Mr. McNeill, I think 
you make a very good point about the early origin of the Trade 
Representative, and that is what I want to pursue. 

I think it is pretty obvious that one Cabinet officer cannot coordi- 
nate other Cabinet officers, even when the President gives them 
the assignment. There is always the usual backbiting, institutional 
cultures, and every President from Harding up, the first President 
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that had the executive budget, has felt that Cabinet officers sold 
out to their agency and quit following what the President wanted 
done, and I have never known one President that didn’t have that 
feeling at one time or another. 

What concerns me here is, if we — obviously, we all agree we 
should keep the U.S. Trade Representative and that ought to be at 
the Office of the President, Executive Office of the President level. 

Now, you mentioned here in your testimony that your worry is, 
and you don’t want to see lost in the process, the International 
Trade Administration, particularly its Office of International Eco- 
nomic Policy and the Bureau of Export Administration, and you 
don’t think it is a good idea to transfer them to either State or the 
Department of Defense. So then comes the question as to the de- 
gree to which a bureaucracy that is processing certain bits of paper 
sometime in this area or keeping certain paper should become part 
of the Office of the U.S. Trade Representative. 

Since you just can’t leave two agency bureaus out there if you get 
rid of the Department of Commerce, what is your solution for that 
problem? Would you make them part of the Office of the U.S. 
Trade Representative, just move those two bureaus over there? 

Mr. McNeill. No, sir, I would not do that. I would rather see, 
obviously, what we are recommending. The principal reason — a 
principal reason I would not want to see that occur is that you 
would then transform what is now a very effective and efficient 
staff arm of the President into an administering agency with line 
functions that are very considerable. 

The United States and Foreign Commercial Service, for example, 
has 130 overseas offices with innumerable employees. Were the re- 
sponsibility for administering the import administration law, the 
antidumping law and the countervailing duty law also be trans- 
ferred to the U.S. Trade Representative, as proposed here, you 
again would be giving a very substantial line function to the Presi- 
dent’s stsiff office and putting the President’s office in, I think, an 
unnecessarily political posture that he might want to avoid through 
the administration of these particular statutes. 

They are very, very politicized, as anybody who serves in the 
House or the Senate knows. They are very political statutes and 
very controversial. I think that would diminish the focus of the 
Special Trade Representative himself and the function of his office. 
I think it would be not advanced. 

Mr. Horn. It seems to me the option is to sort of do for these 
bureaus what the USIA has done. There is some analogy there. 

As you know, in every embassy you have the Public Affairs Offi- 
cer, which is the, in essence, CMef of Mission for USIA, and you 
have the Cultural Affairs Officer, and USIA, until recently, and the 
attempt of the Congress to put it more directly under the Secretary 
of State, has, in essence, been an independent agency. You try to 
get coordination out of USIA in relation to State. They are not 
housed in the same building as USAID is, and both those agencies, 
of course, we voted to put them under the Secretary of State where, 
frankly, a lot of us thought they were for a long time and a power- 
ful Secretary of State with the ear of the President. They were 
under the Secretary of State. 
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But that seems to me that is your only option here, to get those 
bureaus 8md the commercial attache service off and into independ- 
ent agency status, which doesn’t have Cabinet status. 

What we are talking about, frankly, is also slowing down the 
overcrowding that has bollixed up communication within the execu- 
tive branch. I think, personally, the President’s span of control is 
too long and too wide; and he ought to get down to essences of 
those things that really require a political judgment and are con- 
troversial. That is what we pay Presidents for, deal with controver- 
sial matters. Don’t just preside over a collection of placid bureauc- 
racies that go about their business in a professional way. 

So do you see any other alternative besides taking those bureaus, 
commercial attache service, putting it in an independent agency, 
much like USIA has been, and when you need the information, you 
have got it? You call on independent agencies from the White 
House, just like you would call on any other Cabinet department. 

Mr. McNeill. I obviously would prefer to have the head of that 
agency, as we are recommending, with the prestige and authority 
of a Cabinet oflBcer. I think if you put these responsibilities at dif- 
ferent levels than that you are going to lose them. 

As the Commerce function, as you have just touched on, when it 
was in the — ^under the control of the Department of State, it was 
the lowest nmg on the professional ladder for any Foreign Service 
officer who wanted to advance. If you were given a commercial as- 
signment, that was the kiss of death. You had to become a political 
officer or you had to become an economic officer, and to put the for- 
eign commerce service back under that sort of a set up, I think, 
would be enormously damaging to U.S. exports. 

Mr. Horn. Well, as I say, USIA hasn’t been damaged. I found 
them some of the most effective people I have ever seen in govern- 
ment, and they weren’t at the Cabinet table. They just did their 
job. 

Now, obviously, they got policy guidance from the President, the 
Secretary of State, and that was formulated through the usual na- 
tional security policy apparatus, but it seems to me we have got to 
park some of these people somewhere and not everyone is going to 
sit at the Cabinet table. 

Every President after election appoints task forces. I have been 
on some of those. And of course every interest group in Washington 
wants to have an office in the White House, a Cabinet department, 
and this is nonsense. You just can’t do that. 

The question is, how do you slim this huge beast down so the 
President can get something done? Right now, he has got so many 
people clogging up communication systems that it is very hard to 
get it done. 

I remember Truman’s comment about Eisenhower, the old gen- 
eral will come in here, make a decision and 6 months later find out 
nobody has carried it out. He sold short Eisenhower who put some 
organization in the White House, the first orgeinization that it had 
since George Washington. And tMngs did get done, and he did fol- 
lowup on it. 

Some departments do it without a lot of flamboyance and no 
great press secretaries running around, although Haggerty was 
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probably the best of the bunch, but he did it low key. It got done. 
Decisions were made. Decisions were followed up. 

But we are a long way from that now. We have got almost immo- 
bility in the executive branch and I worry about the business place 
in the Cabinet. I really don’t see it. 

It depends on the administration. It depends on if they are pro 
business to start with. If you have a businessperson in the Cabinet, 
often they could be at the spot of the Secretary of Treasury, as was 
mentioned, or one of those. 

But I just think if we are going to be realistic, we have got to — 
and these are valuable functions — ^we have got to think of putting 
them in a small, independent agency, let them do their job, get a 
first-rate person in there that is a professional and not weaving in 
and out but will get the job done for any President. 

Mr. McNeill. We just plead with you, sir, that if you do that, 
you make the head of that agency a Cabinet official. 

Mr. Horn. Well, I am just saying I think there are too many peo- 
ple around the table now and, anyhow, Mr. Chrysler, proceed. 

Mr. Chrysler. Yes. 'That was a great piece of history there, 
Steve. I enjoyed that immensely. 

Certainly, going back to Mr. Smith, 60 percent of the Depart- 
ment of Commerce obviously has nothing to do with the Depart- 
ment of Commerce, or the biggest parts of that being NOAA. \^en 
I was testifying earlier in front of this panel, I had walked in, I 
sat down, and somebody asked me about NOAA and their revital- 
ization of the fleet and one thing and another. And I thought about 
it for a minute, and I used a number of $2 billion, and I would like 
to correct myself. I went back and looked and it is $4.5 billion to 
renew the NOAA fleet. 

I guess in looking at NOAA and the weather service, the weather 
service is part of NOAA and in the other part, a couple of things. 
Could you give us your opinion of both sides of NOiO^? You have 
talked a little bit about the National Weather Service. The other 
side of NOAA which deals with the fleet and mapping and research 
and those kind of things, in your opinion, what can we — ^what does 
H.R. 1756 do right and/or wrong? 

Mr. Smith. I think it takes the right approach on some parts of 
the other side of NOAA. NOAA corps, wWch, as you mentioned, 
has uniformed officers, has been proposed to be eliminated since 
the first Reagan budget. It has been to many, insofar as editorial- 
ists and others, a point of laughingstock for 13 years. So I think 
certainly that element is very important. 

The other part, insofar as fishery management, that is a very 
controversial area and one that, in my opinion, many of the local 
fishery councils have performed a sufficient role, that it may be 
time to look at whether or not — again, on a cost-benefit basis when 
you have a $4.85 trillion debt compared to — can you allow the 
State and local government or a local fisheries council do it? It 
might be better to have some Federal Government involvement 
merely as oversight. 

But I think when you read in the newspapers and on TV and 
they talk about NOAA or they talk about the Commerce elimi- 
nation, they talk about how people are going to lose weather serv- 
ices or they are going to lose this or that. And what is amazing is 
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both the newspapers in Washington, all of the three networks and 
all but two radio stations are all done by private meteorologists. So 
I think what people see when they are arguing for NOAA is not 
so much the wet side that you are talking about insofar as the fish- 
eries, but the dry side, which is the weather service, and I think 
there is a lot of specious arguments in there. 

Because, again, 85 percent of the weather the public receives is 
from the private sector, whether it is CNN, whatever local network. 
Only national — ^public radio and WTOP are the only ones in Wash- 
ington that you can get a weather service forecast. So let’s not let 
people say the sky is falling if some of this happens. 

Mr. Ink. Mr. Chrysler, could I add a comment? 

Mr. Chrysler. Sure, please. 

Mr. Ink. It was never intended that NOAA be a permanent part 
of the Commerce Department. 

Mr. Chrysler. You are just the person I want to hear this from, 
I bet. 

Mr. Ink. Yes. I had responsibility for the reorganization plan 
that established NOAA, and it was contemplated to be a part of 
Mr. Nixon’s proposed Department of Natural Resources. 

At that time, the Interior Department was headed by the individ- 
ual that could not manage the Interior Department. He was in ter- 
rible difficulty. And, rightly or wrongly, it was felt that NOAA 
could be parked in Commerce pending the establishment of the De- 
partment of Natural Resources. Whether that was a good or bad 
decision, history I guess can determine, but it never, ever was in- 
tended to be a permanent part of the Commerce Department. 

Mr. Chrysler. Thank you. I had heard that through the grape- 
vine. It is great to have it verified by somebody that was actu^ly 
there. It is amazing the rumors and the other things that you hear 
when you start investigating 100 different progreims like this and 
the stories you hear, and it is always great to have one confirmed. 

Just one last real quick if I could. Several witnesses have sug- 
gested that establishing the CPRA complicates the dismantling of 
the Department and may cause delays. What are any alternatives 
to the CPRA approach? Do any of you have that? Should the 0MB 
have a larger role or does it have the capacity to perform a larger 
role with the CPRA? 

Mr. Ink. I guess I was the one that spoke most strongly that I 
thought it unduly delayed and complicated the process. 

First, I agree with the chairman that I think the 0MB should 
have a much stronger role. Unfortunately, the 0MB management 
has been greatly weakened in recent years; therefore, it cannot 
carry its heavy load as I would like to see. But, nevertheless, I 
think it would be very, very useful and I would recommend that 
the authority go to — if the CPRA mechanism is retained, that the 
authority go to OMB and then to CPRA. 

I would feel, however, that the committee ought to give very seri- 
ous consideration to establishment of the Office of Management 
and Budget — I meem the Office of Management, along with the Of- 
fice of Budget, because that office would be in a far better position 
to do what you are contemplating and could handle other reorga- 
nizations, other eliminations, and other consolidations as they come 
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down the pike. I think it is unfortunate to set up something just 
for this one instance. 

I would also say that I think it is extremely important that there 
be very heavy reliance upon the career people if you want a fast 
elimination. They know how to do it. They have the information 
that no one else does. 

And when I was closing down CSA, there were proposals that I 
was pressed to bring in a number of political appointees, and a 
number of businesspeople. I rejected that because I wanted to get 
on with the business. I wanted to do it quickly, I wanted to do it 
efficiently, and I wanted to do it at low cost. And that approach 
worked. 

Mr. Chrysler. Does anybody else have any comments on other 
alternatives to the CPRA? 

Mr. Keating. If I could, Mr. Chrysler, the one thing — when we 
were kicking around some ideas in our organization on these is- 
sues — one of the things that I always come back to — as a supply 
side economist — I always come back to incentives. And one of the 
reasons that we suggested the idea of possibly going outside to 
companies that specialize in reorganizations, downsizing, and so on 
is the idea of incentives. There aren’t too many positive incentives 
in government, although I imagine if you set something up sepa- 
rately in the office of OMB you could get the proper incentives. 

I sdways look to the private sector first, and I think the idea of 
going outside to a consulting firm, investment banking firm, what- 
ever, companies that have experience — experience in a business 
community — I think they have the incentive to come in, get the job 
done and get out. And you can set up a contract with that firm to 
set up certain incentives where if they get it done quicker than you 
imagine, great, they get a little extra in terms of their compensa- 
tion. 

So one thing that I always come back to is, what are the incen- 
tives and can you go to the private sector? That is always my incli- 
nation — where in the private sector can you go to get the job done 
before you look inside government? 

Mr. Ink. I totally disagree. I think closing a business, is very dif- 
ferent from closing an agency. They are entirely different legal sys- 
tems. The financial systems are very different. 

We have in the government close to 500 members in a board of 
directors, which is quite different from what one experiences in the 
private sector. One has to be responsive and accountable to the 
public, which is very different from a business. You bring in a con- 
siilting firm, and it will take them all of this time to just learn the 
system and learn the impact of changes, the impact of close-down. 
I can assure you that going to the business community will take 
a lot longer and cost a lot more. 

Mr. Keating. One thing that I would say to counter that is of 
course they could go and hire individuals such as yourself to help 
along that process. So I think, in terms of accountability to the 
public, obviously that is there, but really at the policy level. I 
mean, Congress and the President, are going to set those policy de- 
cisions. They are going to say the Commerce Department has to be 
eliminated. Let’s get the job done as quick as we can. 
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Mr. Chrysler. It is the biggest business in the world, the U.S. 
Government. 

Mr. Smith, you had one comment. 

Mr. Smith. I think you need to follow the — in privatization, 
which I have been involved with for — was one of the researchers 
and coauthors of one of the original books on it back in 1982, you 
need to look at the British model. You need to look at the incen- 
tives, exactly what Mr. Keating said. Write a contract and say, if 
this is not sold by this date, this is done. 

That is how we in the private sector operate. If I am paid to de- 
liver a tire or a product or widget to some company and I don’t de- 
liver it, I don’t get paid. So I think you have to build that in, be- 
cause a lot of government contracts don’t have that and that is one 
of the major problems with cost overruns. So I think you need to 
put that right in if you are going to work with a consulting firm, 
which is probably the route to go. 

Mr. Ink. But that is not what the British did. 

Mr. Smith. What they did is sell shares. And I think what the 
incentive is, to get the public behind the privatization of various 
elements, and so I think you take a little bit of — different ap- 
proaches from different experiences. 

Mr. Ink. But that is just not the way it worked in Britain, is my 
point. 

Mr. Horn. What did the British do? 

Mr. Ink. The British did not bring in consulting firms to handle 
the process. They did that through the governmental mechanism. 
The privatization was an outcome of that. And I am not disagree- 
ing with the idea of privatizing, but that is different from the 
mechanism for consolidating or eliminating departments. 

Mr. Horn. Well, I think behind all this — and it is mentioned in 
Mr. Bingman’s testimony, which unfortunately he wasn’t able to 
deliver — ^is that political judgments have to be made that are very 
clear as to what is going to be done. And usually Confess and 
Presidents are reluctant to make very clear, distinct political judg- 
ments. They are trying to paper over the differences between oppo- 
nents, and when you do that, you leave a mess for people to try 
and carry out. 

And that is why we need to take a look at this from the point 
that I think has been brought out by this panel and the previous 
panel. The actual transition time and the need to keep somebody 
in there that can represent Commerce in its demise. They still have 
functions to carry out. You are not talking about just picking up 
any master in bankruptcy to come over and t 2 ike over the building 
for a day. You aire talking about ending programs in some logical 
way, still having to make the arguments that have to be made. 

And my own feeling is you probably ought to leave whoever the 
current l&cretary of Commerce is in there if they are committed to 
that and you are the President. 'The President is the chief execu- 
tive. He is the one who is charged with carrying out this — ^whatever 
we pass. And then you have got the institutional memory we are 
talking about in the Office of Management and Budget, and wheth- 
er you can ever slice that off into a separate Office of Management 
I think is dubious personally, unless you have the cooperation of 
the President. But certainly that function ought to be there so we 
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don’t have to reinvent the wheel every time we change something 
or try to eliminate something. 

I don’t know if any of you want to add to that, but I would wel- 
come it, and we will close it out on that issue. Anybody want to 
comment on that? 

Mr. Ink. I strongly support that concept. I think it is very impor- 
tant, and I think it is long overdue. 

Mr. Horn. Well, we are going to work on that, and Mr. Chrysler 
is going to take all this into account and come in with a substitute, 
I am sure, that brings some of this together. 

Mr. Chrysler. I want to thank all of you for being here and 
spending all your time, and it has been very educational both from 
your perspective and the chairman’s perspective so I have gained 
a great deal for this. 

Mr. Horn. We thank all of you for coming, appreciate it. Sorry 
it took you through the lunch hour, but that is the way we work 
around here. 

Let nae just thank a number of people that helped prepare this 
hearing. 

For the majority, J. Russell George, the staff director; Mark 
Uncapher, who is to my left, the professional staff member and 
counsel to the subcommittee; Council Nedd, professional staff mem- 
ber; Tony Polzak, legislative fellow; Cheri Tillett, the assistant 
chief clerk for the full committee; and Cissy Mittleman, the profes- 
sional staff member for the full committee. 

And representing the minority staff, Dave McMillen and Dan — 
our intern. We are loaning him to the minority. Official reporters, 
Jody Goettlich and Sara Watt. Thank you both. 

So, with that, the meeting is adjourned. 

[Whereupon, at 1:25 p.m., the subcommittee was adjourned.] 

o 



